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I. INTRODUCTION

A. Purpose and Scope of the Study

%A comprehensive economic warfare program aimed at supporting
our national security in times of peace as well as war" was a major
recommendstion of the Hoover Commission in 1948. 8ix years -and two
wars later, that recommendation has not been given effect. The
intervening years have not lessenad the importance of the recommen-
dation; The threatening situations in many parts of the world have
now accented its urgency.

It is true that the National Security Resources Board in 1949
prepared a series of excellent monograrhs on certain economic war-
fare measures, but these cannot be said to constitute a "compre-
hensive econcmic warfare program," and did not purport to do so,

A prerequisite to such a program must be provision for ad-

_equate intelligence support. Intelligence support represents a major
part of economic warfare activities. Intelllgence, of course, is a

vital part of military warfare, but the scale of military operations

is vastly greater than that of the intelligence operations on which it

is based; whereas in econamic warfare, a large part of the total persomnel
employed is engaged in intelligence activities, and intelligence and
operations are even more closely integrated.

The recent annusl report of the Chairman of the Intelligence Working

Group suggests that this group may undertake a study of the
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teiciligence suoport thail, would be requirved for economic warfare .
T4 = hopred that the osresent recort may serve as a contribution to
tha: study. Its purpose is io smggest ihe nature of the intelli-
gence required and the organizavion neczssary to provide i:.

“duch material has been drawn froem oraviods relevant studiss.
«& 53 been included hera, at the risk o7 being unduly academic, i.:
wrder te pmvid@.a background and perspaetive for the consideration
i wois lamportant breblem, and f.o show the comprehensive nature of
the inteiligence which pmst be drawn on in support of economic war-
fare, the manifold uses and application of that telligence, and
the need of an integrated organization Lo provide it.

Sention I zeeks {o define econamic warfare, to evaluate its
role in any war with the Soviet Union and to consider the effect on
ezoromic intelliigence recuirements of the transition from peacetime
to wrrbime .

bection II deals with the inteliigence support required for ec-
aumnic warfare policy-maiting vis-a- vis enemy, neutral, and allied nat.ions,

Section IIX attem$te to awssss the intelligence requirements of
eccnonie warfare operations in the fieldas of intermational trade and
finascial transaction=. shibping aontrelz, and in military and politica’
Hpasures .

action IV is conserned with the collection, production, and dis--
trivation of economic warfare intallicence with special refersnce to

rwanetime and wartime sources of intellirence.

'
2L
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Saction V considers, against the background of two world wars,
War,
the Korear/ and the "ecold war," the organizational arrangements needed

for the intelligence support of economic warfare.

B. Definitions

Economic warfare is a relatively new word in the bright lexieon
of logistics. Aa such it has been variously defined. For a long
time the Industrial College of the Armed Forces, which began ite
study of economic warfare in the period between the worid wars, con-
sidered it as "the use of economic, military, politicel or other
measures to injure an enemy’s sconomic support of his war effort, or
a possible enemy's economic potential for war." y/ The objection to
this definition was that it made no distinction between peacetime
and wartime operations. Economic warfare has also been defined simply
as the use of economic measures ageinst economic targets. This simp-
lification overlooks the fact that economic measures sm::h as the ec-
onomic bleckade or "paper blockade" depend on the armed forces for
their enforcement. In intercepting an unnavicerted ship, for example,
the non-military and military measures ars integrated. ;2»/

As used herein, "economic warfare" is the use of all measures
to impair an enemy’s economic support of his war effort. "Economie
defense” is the use of such of thesec measures as may be employed in
psacetime to impair the economic potential for war of an unfriendly
or aggressor nation, and may embrace economic sanctions and reprisals,

including even pacific blockade.

A AP S SR N
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The difference between economic deiense and economic warfare 1s
‘L' ' fiverefore largely legeiistie and semantic - legalistis, because of
fone difference betweer measurss which ¢an legally be taken in peace-
Lo a.m"l those which e¢an be taken only in war; semantic, because in
pe-ceiime "defense" it a goocd word and "war" is a bad word, while in
wirtime the reverse is true. Immediately after Pearl Harbor, the Ee-
snomis Defense Board became the Board of Economic Warfare. There 1s
alszo. unfortunately, a difference in the extent and intensity of the
orograms of economie cefense and economle warfare. FEconamlic defense,

in the sense of fully effective sanctions, has never been applied in
peacetime,

while the coficspt of the totality of economie warfare is generally
aacepted, there is no such acceptance of the totality of sconomie
defense, Even in the so-tallsd limited war in Korea, full economic
%L, warfare was not employed by the United Nations. There wé.s no .block~
ade of the China cecast and no complete embargo of exports to Commmnist
China. Although the nature and extent of econcmic warfare may vary
in a limited war As compared with a general war, the character of tha
inteiligence support required is the same in both. There must be
sognizance of all areas, enemy, allied, and neutral, and of sll e¢-
SHOMiC resources.
The tarm "econamic warfare" was first adopted by the British in
the period between the World Wars. In World War Il econamic wirfare
oisame the substitute for and an enlargement of the blockade operations

in the first war. The Ministry of Blockade in the first war became

-

t.’_ S-K~-C~R-E~T
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the Ministry of Economic Warfare in the second. Econcmic warfare

thus became synonymous with the figurative meaning of blockade.
"Intelligence support," as used herein, ineludes substantive

intelligence and also the organizational arrangements for its co-

ordination and application to economic warfare problems,

C. Assumpticns

It is assumed that the various economic warfare measures will be
implemented by the appropriate existing agencies of the government;
for example, diplomatic negotlations by the Department of State; export-
import licensing and the "watch lists " by the Department of Commerce;
actual implementation of export-import controls by the Bureau of
Customs; foreign exchange controls by the Treasury Department and the
Federal Reserve Banks; alien property control by the Department of
Justice; off-shore procurement and preclusive buying by the Department
of Defense. and General Services Administration; the ship warrant and
navicert system by the Maritime Administration, the Navy, and the Bureau
of Customs; and naval interception and military attack on economic ter-
gets by the armed forcea, Some of these measures are now in effect
with the machinery for their administration already functioning. Others
are closely related to the normal overations of the respective agencies
and experienced personnel are available to implement them. It is fur-
ther assumed that the coordination of these measures will be administered
by a forelgn economic administration, under the guidance of or with the

advice of an interagsncy sommittee.

B
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D. The Role of Fcogomic Warfare in Any War with the Soviet Union
Originally it was believed by many persons in this country and

abroad that economic warfare would have a relatively minor role in
any war with the Soviet Union. This reasoning was based on the follow-
ing assumptions:
(1) that the Soviet Union is largely self-sufficient, with
relatively limited depsndence on overseas trade, and is,
therefore, not vulnerable to blockade;
(2) that in any future world conflict there will be.
few 1f any neutral areas, neutral areas being the
principal battleground of economic warfare;
(3) that the new weapons of war preclude the possi-
bility of a long war of attrition and make obsolete
other methods of warfare, including economic warfare.

Each of these assumptions may now be challenged. It is true that
the Soviet Union is largely self-sufficient for its austere civilian
economy, and its overseas trade is relatively small. This is not true,
howsver, of Communist China and the Asiatic neutrals, who are dependent
on seabormne commerce., The European satellites are alse dependent on
imports from the west.3/ Furthermore , the Soviet industrial system lacks
flexibility and diversification and specialization and is or was highly
vulnerable to a denial of certain strategic materials and products
(e.g. natural rubber, copper, antibiotics), of ships and shipping ser-
vices, and of equipment and components incorporating advanced tech-

nology (e.g. high-speed, high production precision tools, anti-friction
I -
S-E-C-R-E-T
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bearings, electrical generating equipment, electronics components,
and precision instruments). This is indicated by the Soviet trade
offensive and the frantic efforts to acquire strategic materials from
the western nations. It is not to be inferred from the foregoing that
other materials may not also be strategie, Indeed, in warfare or in
the case of a nation striving for autarky or preparing for war, any
imports permitted may be assumed to be strategic and in short supply.
The "strategic materials fallacy," i.e. that scome imports by such a
nation or by a belligerent are not strategic, had its origin in the
" pre~total-war period of modern historyz‘&/ The Declaration of London
in 1909 considered commodity trade in three categories - absolute contraband,
conditional contrabanc, and non-contraband. This distinction was voided
in both world wars by the U«boat sinkings and the compulsory navicert.
All trade with the enemy was contraband,

It is recognized that there are differing opinions within the
intelligence community regarding the relative strategic advantage te
the Soviet bloc and to the free world of current trade between them,
Jt is a difference that cannot be reconciled because there are no means of
measuring the relative strategic advantage. Whether coal, grain, timber,
and gold are more strategic to Western Europe than are ships and shipping,
machine tools, anti-friction bearings, natural rubber, and tractors to
the Soviet bloc, is a matter of judgment. These and many other items are
presently traded in., With respect to economic warfare (i.e. in wartime),
however, there is virtual unanimity of opinion that "trading with the enemy®

is legally, strategically and morally wrong., There is no such unanimity

Approved For Release 1999/09/07 : CIA-RDP69-00642R000100070001-5
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o .as to trading with the enemy in a cold war. There are those who thus
‘seem to doubt the hostile intentions of the Soviet Union and Communist
China or who make a distinction between trading with an enemy who is
actually mghg war and trading with one who is merely preparing to
wage waroIt iﬂpof course, in the period of build-up and preparation
for war that economic sanctions could be most effective. History teaches
us, however, that not until the aggressor has filled his stockplles,
completed his preparations and launched his aggresgion ; are other
nations willing to lock the export stable. Nevertheless, in spite of
all the enemy's preparation there still remains in wartime an opportunity
for economic warfare to aggravate the critical stresses and strains of
his war economy.

Also subject to review is the assumption as to limited areas of
neutrality in a future world conflict, especially one between the USSR
and Western Nations. As a result of military exigency and political
expediency, thers is a reasonable prospect of varying degrees of neu-
trality and non-belligerency fér important and strategically placed areas,

As to the third assumption, that the new weapons of war have made
obasolete all other means of warfare, including econamic warfare, it may
be said that similar assumptions have been mnade erroneously as to each
war since the invention of gunpowder. The possible use of nuclear
weapons compels a revision of many previous concepts, but most author-
"ities are agreed that other methods of warfare cannot be abandoned.

Tndeed it is possible that the belligerents in a future war may refrain
from the use of atomic weapons for fear of the awescme retaliation, or that
‘i they may limit them to tactical employment sgainst military targets. This

ApprozadsF enRetoave #898/00r8 1t CTA R PEULEYIK4D 1060700015
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World War IT in the use of poison gas. There is also strong support for
the view that the East-West struggle may be a prolonged one, fought with
diplomacy, propaganda, subveraion and sconomic measures, with or without
military warfare.

E. The Role of Economic Warfare in s Limited War.

It is in order to conslder also the role of economic warfare in a
so-called "limited," i.e. a war in which ‘tho military operations are
confined to & limited area. In principle, the measures of economic war-
fare which should be employed and the intelligence support required do
not vary‘ in such a conflict from those employed in a global war between
.major powers. The coast line to be blockaded may not be as long and the
volume of shipping to be interdicted may not be as large. The armed forces
engaged and the logistical support required for them may not be aa great,
Nonetheless, while the military conflict may thus be confined to a limited
area, the economic war may be expected to have global ramifications. The

trade of belligerents, non-belligercnts, and neutrals and world-wide
| shipping and financial services may be involved. '
F. The Transition from Peacetime to Wartime Intelligence Requirements

In peacetime the peincipal imtelligence requirements of economic
warfare are basic studies of the capabilities and vulnerabilities of
various areas, studies of foreign trade and finance, basic commodity
studies, and planning studies for econamic warfare operations. In
wartime and in the period of strained relations often preceding a war,
there is a shift to the analysis and evaluation of current spot intelli-
gence against the background of these basic studies. In peacetime prob-

ably three-fourths of the information on which economic intelligence is

; ? -
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based is from open unclassified sources’. In wartime probably nine~tenths

l"v‘ of current intelligence information is from _ censor- 25X1D

ship gleanings, and other classified and covert sources. In peacetime
most economic intelligence is basic and strategic in character In
wartime there 1s an additional requirement for current and tactical
intelligence. Intelligence as to a country's economic potential, —-
manpower, productive capacity, forelgn trade, internal economy, tech-
nological development, —— all this 1z strategic economlc warfm
intelligence. In the category of taciical economic warfare intelli-
gence are such reports as the following: an unnavicerted ahip is about
to leave a neutral port; censorship revenls an illega. ﬁ_.nanc:lral_‘trans—

action; a member of a ship's crew is suspocted of smuggling Jewel bearings;

a neutral trader is shipping to a suspectel cloak; 25X1D

J5X1 D

All of

this is tactical economic warfare intelligences,

Stated another way, in the processing of information into itrategie
intelligence in peacetime, the emphasis is on the production of raports
and estimates. In a period of strained relations or in warbimg, ;t is
on analysis, interpretation, and evaluation of current, tactical, and :pot
reports, against a background of personal knowlelge and studies and
estimates for the most part previously prepared. Intelligence in peace-
time is largely static. In wartime 4t becomes dyramic. Even more in-
portant now than refinement of estimates on the degree ot'»carp,abi,lity or

vulnerability in production of strategic commodities is intelli_gggco

a 10 -
S-E~C-B-E-T
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as to how the enemy supply of strategic materials, whatever it is, can

be cut off or reduced., Also needed is new intelligence of new enemy
requirements for new methods, new products, new weapons, and new materiaia
previously without significance which, as substitutes for strategic
materials; have themselves become strategic.

Basic research and analysis im support of economic warfare operations
were of somewhat greater relative importance in World War II than they.
may be expected to be in a future confliet because it was necessary
in 1941 to "start from scratch.® In the present situation there is &
vast body of material prepared in World War II and the experience of
that war is available to us. The period of the cold war, furthermore,
has afforded the opportunity and the necessity for may studies. This
d is not to discount the importance and urgent necessity for continued
regsearch and analysis. The Soviet situation and the Soviet methods
differ radically from those of the Germans. Less basic information is
available as to their foreign trade and still less as to their domestie
production. A greater emphasis, therefore, 1s placed on the analysis
and synthesis of current intelligence to supply this deficiency.

And so in organisation for economic intelligence there is necessarily
a conversion of ak least part of an organization designed for the
production of basic reports and estimates to one for thé analysis and
evaluation of current information and the sﬁﬁport of daily operations,

To borrow terminology of the industrial world, what is indicated in
the transition from peacetime to wartime intelligence pro;i;xction for
-11 -
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economic warfare, is the partial conversion and retooling of a factory
producing capital goods (basic studies) to one producting also consumer

goods (operational intelligence),

- 12 =

SeE-CeR-E~T
Approved For Release 1999/09107 T CIA-RDP69-00642R000100070001-5



Approved For Release 1999/09/07 : CIA-RDP69-00642R000100070001-5

TAB

Approved For Release 1999/09/07 : CIA-RDP69-00642R000100070001-5



-

P

Approved For Release 19Q§I 9/(07 ;,‘_%IA-RDP69-00642R000100070001-5

o o flgand y cue iy g
P R

TI. THE INTELLIGENCE SUPPQRT OF HCONOMIC WARFAKE POLICY

A. Geperal

The distinction between inteliigence In suppért ol policynaking
and that in support of operations 1is, of course, large.y arbitrary.
Many of the same basic ard current intelligence reports support both
policy-meking and operations. This is true espesially in wartime when
policy-making, plans, and operat.ions zre often telescoped and integr:ied.
QOtherwise events would overtake inteliigence and plarming. |

In broad principle the intelligence requirements ior policy-malkng
and strategy in the field of econcmic warfars are not e¢ssentially
different from those of policy-making in other fields. Against a back-
ground of historicai precedent and a somprehension of the foreign
policy objectives of the US and othex ecountries, they include an estimate
of the current situation and of ths probsble consequences of altemaiive
courses of sstion., More spucifically, they include estimates of the ase
cnomic capabilities and vulnerabilities of enemy, allied, and nsutral
nations; estimates of intention; and estimates of consequences of prob-
able ccvﬁrses of action. wWhile the outline of the National Intelligence
Surveys and other basic peacetime eccnonmic studles of foreign countries
is essentially the sam2 Yor all couniries, the pattern of the econamic
warfare estimates znd the sapporting data required for economic warfarw
policy and planning will wary amaid:&ng to the status of the country as
enemy, ally, or neutral.

ﬁ'tz_ud:i.gs "‘51"‘ ecanomic o:f’ganimﬁion,, manpower, focd znd agriculture,

forest praducts, minerals, fuels and power, manufacturing, trensportation,
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communications, international trade and finance —- all furnish support
for economic warfare policy and operations. The necd is largely for the
analysis, synthesis, interpretation and applicatien of that part of the
various fields of economic and other intelligence pertinent to the
particular problem, The resulting production of reports and estimates will
ncut across the board", For example, as estimate of “The Vulnerability
o!." the Swedish Iron and Steel Industry to Pressures from the East and
the West" requires intelligence as %o mixiing, manufacturing; transportation, -
finance, economic organiszatiom, international trade, and other aubjaéta.' '
So also would a study of "The Feasibility of Inereasing Stockpile
Object.ivea “to the Point of Pro-emption ef Certain St.rategic Hinerals,
or “Transit Trade to Eastern Europe througk Trieste," (or Switzﬁi’land or
o Anatria), or "M Feasibility of Preventing Export to tho Soviet ‘Bloc of

i f;limited to Soviet or non-Soviet areas, Neither can they

| B A3 to Fneny Nations
: : - In the case of an enemy or potential enemy nati >
of the estimates of capabilities and vulnerabilities ia to detemine
(1) its economic potential for war, (2) its intentions and probable
.equrses of action, and (3) its deficiencles in raw msteriala, in technology,
:l.n facilities s in transportation, in manpower, and its vulnerabilit.y
- to Mterdiction of ita international trade and the disruption by strateglc '
bombing or other means, of its domestic production and it.ra,mpart:
-1 -
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Co As to Allied Nations

Tn the case of allied nations or probable allies, the policles
for which intelligence support is required have to do with (1)

combined or parallel action in the execution of ec-

onomle warfare measures against the common emenmy (especially in ex-
port-import controls, comtrol of port facilities, and blackiisting),
(2) the ability of the allies to contribute to the allocation of
essentisl. civilian supplies to cooperating neutrals, and (3) the de-
pendence of allies on neutral sources of supplye.

De As_ 4o Neutral Nations

The neutral nations, as stated above, constitute the principal

pattleground of economic warfare, and in this area 1;1111 arise the

| majority of economic warfare problems.requiring policy. deﬁm:lnaﬁ.on.
Fetimstes of capabilities and vulnerabilities are for the purpose of
determining the position of the neutral nation as a possible source
of supply for the enemy. Intelligence support will bhe raqui;'ed for
the negotiation of war trade agreements, which will seek to 1limit
its exports to the enemy and to secure supplies for the IS and sllied
nations; for preclusive buying programs, where export limitation
agreements are not feasille or effective; and for determining the vul-
nerability of the neutral to;injosems from the enemy or from the
allies, and its ability to mainbain its neutrelity.

E. The Transit:ton from Peacetime to Wartime Policy and Planning

In peacetime these sstimates are in broad and comprehensive tam o

Even though based on detailed studies of raw materials, MANPOWETy and
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productive capatity and on economic organization, technological prog-
reas, and internationsl trade and finmce, and on all the factors
enumerated in the National Intelligence Surveys, they necessarily ine
clude many assumptions as %o possible future situations and conditions.
After the outbreak of war these estimates can be brought into sharper
focus as the status of various countries is revealed as that of enemy,
ally, or neutral - black, white, or varying shades of gray. In f,ha
war period, furthermore, evaluation of the effects of existing policles
and estimates of probable effects of proposed policies are 'largely the
by-products of operational intelligence. As stated above, the economic
warfare policy and strategy are dypamic, not static, and the policy-
making process is necessari}y a continuing one. The same is true to
2 large extent of ecoromic defemse in a cold war. New policles and
changes in policy evolve i'rdm operaticonal experience., In World War I
the US, as late as October, 1915, vigorously protested to Great Britain
that "the methods employsd by Great Britain to obtain evidence of enemy
destination of cargoes bound for neutral portsand to impose a contra-
vand character on such cargoes are without justification eses indefen-
gible ceee 1llogal in comépﬁon and nature ... 'The task of champloning
the integrity of neutral rights the United States imhesitatingly assumes." —
But later as public sentiment became aroused in Britain‘s behalf, the
US devised the *pavicert® which was o become the principal instrument
of economic warf#m,A and in 1917, the US became the full dlly of Great
Britain in the War. Sometimes the evenis that force changes of economic

warfare policy come with dramatic suddenness. Today's evenis may make

T
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today's policies obsolete tomorrow. For example, Russia was delivering
strategic suppliesiv Germany up to and including the week preceding the
German invasion of Russia on 22 June 1541, .

In gener'al, broad and bamic estimates of capabilities and vulner-
abilities are a requirement .of peacetime plahn'lng, After the outbreak
of war, these previously prepared studies furnish a basis or background
for the evaluation of current intelligence and a point of departure for
more specific estimates of capabilities, vulnerabilities, and probable
courses of action. The necessary integration of the production of
these latter estimates with the operational intslligence process and in
faot with the close support of actual execution of economic warfare
measures is illustrated in the experience of both the US and the UK in

World War II. (See Sectiem V)

- 1T -
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11T . THE INTELLIGINCE SUPPORT OF ECONOMIC WARFARE OPERATIOND

L.
«

A. Ceneral

The intelligence support for economic warfare cperations draws
on the entire field of economls intelligorice - on both an srea amd a
functionsl basis, The comprehensive nature of this support may best
be wmderstood by considering the successive steps ir seeking to pre-
vent the enemy's acquisition of materialss

(1) We seek to stop the goods at the scurce by
control of our own exports and the exports of
allies snd friendly msutrals, by war trade agiee.
ments with nentrals, and, where necessary and
feasible, by preclusive buying.

(2) If this fails, we seeck to prevent the trading
for them by blacklisting suspect iraders, by
financial controls, by preveantion of smggling,
by interference with enemy exports, and by 2
close watch on all eneyy trensactions,

(3) But if the goods are available, and if they
are traded for, then wo seelr to prevent their
transport, by control of bunkering, repalr facll-
ities, and denisl of marine insurance.

(L) And Af they ave avallable, smd are treded, and
if they are started on their way, the Navy secks
' 4o intercept the ummavicerted ship, the Arwy and
Alr Torce attack the transport of such supplies as
do get through, or bomb the factories producing
the same or subsiitute supplies. . : 7
‘That is econcmic warfare from export control to strategle ‘ooubing,
Some of these measures are taken concurrently. All sre Interrelated
and mutually supporting. There are other measures with economic objec-
tives, including psychological warfare and subversiorn, dlsaffection

and sshotege by dissident groups in enemy industrial areas. Amd finsdly
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there is counter-economlc warfare - the prevention or the detection
and frustration of the enemy's efforts to interfere with our overseas
trade or otherwise impair the economic support of our war effort.

B. Comtrol at the Source Vs

1, Export licemsing. FExport licensing is usually the first
measure of economic sanction or economic warfare to be invoked by a

nation, for the reason that the implementation is emtirely within its
own power. Most other measures invelve negotiation with other nstlons.
Furthermore, export licensing may be and actually is employed to con-
serve supplics needed for the domestic economy or nstional defense and
does not necessarily imply a sanction against any other country. Export
licensing mey be administered on a sclective basis as to the commodities
to be controlled, and as to destinations and consignees, or there may be
embargoes or limitative controls by categories of commdities to all or
certain arsas. In pea?etiw or in the period preceding the outbreak of
war, the controls are usually instituted on a selective basis. In war-
: time, of course, all exporis to the enemy are embargoed, some copmodities
are embargoed to 21l destinations, materials in short supply are allo-
cated among allies, minimum essential eivilian supplies are rationed to 4
neutrals, and non-stratepgic items in smple supply are uncmtrolléd‘.‘&-
cept as to enemy destinations, or are controlled wunder general licenses.
In any evemt, the intelligence support required draws on the entire
field of international trade, on all major categories of commodlties,
and on politico-cconomic intelligence as to all areas; but especially
on intelligence as to deficiences of the enemy or probable eneny. In-

w 19 =
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telligence is requlired for export licemsing policy, programmingg de-
termination of the extent of controls, and the fixing of quotas., In-
telligence iz also required for the processing of the individusl lie
censs, especislly inteliigence a3 to intermediaries and ths ultimate
consignee, ‘Tihds includes not merely checking against wateh lists but
positive intelligence as to his acceptebility and also as to the ulti-
mate end-use ¢f the material. A vigorous and aggressive intelligsnce
support is required for the enforcement of comtrols and the apprehension
and treatment of violators. 'The burden of the intelligence support is
more onerous in the case of the selective approach than in the cate-~
gorical classification because of the necessary refinement of techmical
definition, process, and end-use, as well as the investigation of the
consipnee and end-use of the materisl.

2o Import Licensing. Import licensing may be used in the

‘axercise of pressures on xd inducements to neutrals in commection with
the ﬁégbtiation of war trade agreements snd copperation in other respects.
Tt may also be used to supplement and reinforce the controls of enemy
| exporbs, by denying licenses for the import of commodities any pert of
which 18 of enemy origin. It may also supplement foreign exchange con-
. trols in conserving or controlling US dollars, Perhaps the most Lupor-

7 tant use of imort licensing, however, is in the conservation and alloe

| 'caﬁm: of shipping space, but this objective is largsly outside the field
- of oconoulc varfare, The neture of the intelligence support required
- ~ for import licensing is very slmilar to that required for export licensing,

" 148e 85 to interuational trade, vurious commodities, and the political
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and economic situation in the exporting country and in the country of
origin, if it represents a reexport. Commercial intelligence is also
required as to the consignor instead of the consignee as in the case
of export licensing.
3. War Trade Agreements with Neutrals. This represents
in some respests one of the most important areas of economic warfare
because, when satisfactory agreements ean be reached, they may fur-
nish the basis for export-import licensing, limitation of exports to
the enemy, complianee with the navicert and ship warrant system,
supply-purchase agreements, and other cooperative relations consistent
with neutrality. The negotiation of war trade agreements requires
__:i_.nt_'.e_:_l.li_gence as to the neutral nations’ production, imports, ._coajtﬁnp-
- ?-,_\ tion, énd exports of the pringipal commodities, in order that :i'mport
‘ .'-;"';_q'vgllq-ta.'a may be agreed upon, against which all export licen,séa emd all
o j)pro‘ved naviserts may be charged. In addition to this, estimates are

required of the current political and economic situation of the countrya |

at?kﬂquired is biographical intelligence regarding pminent peraons
engaged' in trade and :‘mdustry a.nd. the leading politic,al persona :”ties,
’_'especially those engaged in the negotiations.

: 4, Preclusive ms,.{ Preclusive buying reqnires the same
._...t-ypes of economic reporting and intelligence estimates as a.re roquirad

g v':;}in supporb of exportnimport liccnsing, negotiation of war trade agree—-

R “jf;._ments, and in the administration of the navicert system, _In ad. ftion it

S operatorao It also requires estimates of the feasibility jo
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buying programs, including projections of the effect of such programs,
lest they defeat their purpose by stimulating more and more production
to be precluded at higher and higher prices. In general, preclusive
buying is a useful measure only in situations (a) where it is combined
with an agreement to limit production and teo prohibit export to an
enemy or potential enemy and (b) in mopping up individual non-recurring
p;wckets of strategic material which cannot otherwise be denied to the
enemy. The experience of Worlid War II shows that "a general pregram"
of preclusive buying defeats its purpose by stimalating an 1n§reaae in

production of otherwise uncontrolled supplies available to the enemy.

C. Prevention of Trading

1, Prgclaimed Listing and Blacklisting. In peacetime, persons
on a Black List or Watch List may be denied export license or
may have funds blocked, as was done prior to
US entry into World War IXI. In wartime, persons on guch lists are re-
gar ‘ed as enemy nationals. They become untouchables.; No allied national
can trade with them, and if they or their property come with:ln allied
control, they are subject to seigure, The threat of postwar ‘reprisal
in trade also hangs over their heads .
The US "Proclaimed List of Certain Blecked Nationals" published
first by Presidential proelamation 17 July 1941 was a list of
(a) “certain persons deemed to be, or to have been
acting or purporting to act, directly or indirectly,
for the benefit of, or under the direction of, or
under the jurisdiction of, or on behalf of, or in

gollaboration with Germany or Italy or a national
thereof."

- 22 -
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(b) "certain persons to whom, or on whose be-
half, or for whose secount, the exportation
diraectly or indiresily of any article or ma-
terial exported fron the United States, is
deemed to be detrimertal to the interest of the

25X6 national defense.®

In World War I from Jan 1918 to April 1919, 1%7 ;000 reports were
digested by the Bureau of War Trades Intelligencesf The sources of these

reports were identified as follows: Censorship LOF, Foreign Service 30%,
and Miseellansous 3. No comparsble statistics are available as to the
Approved For Release 1999/09/07 : G1A-RDP69-00642R000100070001-5
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World War II experience, but there is evidence that the percentage
distribution was similar, and the volupe, of course, vastly greater.

At the present time several ‘watch lists" are maintained within
the US Government. The Treasury Department maintains a "Consolidated
List of Design:;}ted Nationals, including Specially Designated Nationals;®"
the Dsfense Departmeni has a list of firms to whom overseas procurement
sontiracts are denied; the Commerce Department maintains an "Export
Sereen," pepularly known as "Watch Lists,": the State Department main-
tains a "List of Registrants” in the Office 6f Munitions Control, and
a Visa List in the Visa Division. The CIA miintains an extensive
Biggraphieal Register and Industrial Register, which are valuable for
background and more extensive development of cases, and a Current
Reference Section in ORR/DE, all of which support the several lists
maintained within the Government.

The Administrative Action Panel (AAP)J composed of representatives
of the interested agencies, provides a mechanism by which information
san be ecoordinated to provide uniformity of action in placing mares on
their respective wateh lists, where such uniformity is practieable.
(See p ___ and App. III - 12}

In the event of war with the Soviet Union, it may be assumed that
blacklists will attain even larger proportions and their maintenance
preserft serious problams in intelligence and in administration. The
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£ifth column of fellow travellers in many countries will result in the
addition of many thousands of names,

The prbblema of inﬁeﬂ;gmce support and administration of black-
lists are so great, in fact, as to warrant consideration of "White Lists®
instead of blacklists. The navicert and ship warrant system is essen-
tially based on the principle of the"White List," as are most of our
licensing systems in both domestic and intemmational affaire. The

burden is on the licensee to prove his good faith in a number of under- 25X1C

takings, including in some circumstances the giving of bond.
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2, Financial Measures. In general the objectives of financial
measures in sconomic warfare are (1) to interfere with enemy‘’s foreign
trade, (2) to prevent the building up of enemy external financial assets,
(3) to vest or sequester such assets as exist or (4) to immobilize them
by preventing their transfer betwsen different centers, and (5) to bring
financial pressures on neutral nations and their nationals. These ob-
1ectivcss may be accomplished by the control of foreign funds and other

transactions controls;
assets; by foreign exchange controls; the export and import licensing
df gold, silver, and currency; thé;mé.inipulafion of forsign market.a,
ec:go_,: the dumping of gildor silver on foreign markets where the enemy
- :i':s' 5e_111ng bullion or specie ":‘tor‘_t.he purpose of pmcur:i,‘ng foreign ex-
. chﬁnge ; and by the granting: or Qi_thholding of credit, exchang-a facilities,
amd insurance protection to neutral traders. | v
To support these operations, there are requirements for estimates
__and analyses of the fiscal position, financial msources, and monet-az:v
. ;.syﬂtema of enemy and neutral countries; observation and interpretation
of clea_ring balances between enemy and neutral countries; ma.lysia of
_international cartels and other international corporate and financial
" relationshipsy and examination and snalysis of inventories of foreign

\
2
i3
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funds and other foreign assets, There i3 also a requirement for the
evalustion, interpretation, and anmalysis of financial infermation in
cenzcrship suhn:i.wsiow,,_ foreign publications,
interrogations, and other sources of current information with special
reference to evidence of "cloaking"™ and other evasions and viclations

of the exchange controls.

3« Prevention of Smugpling, The prevention of the smuggling
of industrial diamonds, platimm, quartg crystals, mica, certaln drugs
ard other highly strategic items of smell bulk was one of the most

difficult problems of the allied economic warfare agencies in World
War II. The effort was made to control at the source the proeduction
aend sale of strategic items susceptible to smigpling. Whsre possible,
agrecments were negotiated with the producing countries whereby the
entire output was to be sold to the US or its allies, Movements of
suspected black market operators were carefully waiched by undercover
operatives, Black market prices were w.itched as an indication of the
presence of buyers. It was noted that prices rose sharply when certain
neutral ships put into port. This led sometimes to interception and
search of the vessels and seizure of the coniraband, Few vessels ware
given a thorough search at control ports and even when this was done,
1t was difficult to discover -mall items in the absence of clues,

In addition to these sources, there is a requirement for foreign service
reporting of market fluctuations, especially in the black market, and of
transshipments, diversions, irregular movements, and other evasions of

the controls. .27 o
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L. Prevention of Enemy Exports. The primary purpose of con-
trol of the enemy's exports is to deny him foreign exchange, The in-

telligence required includes analyses of the normal peacetime export,
charmels and the effectiveness of the measures adopted to close thems
the requirements of neutral nations which were formerly met by importa

from the enemy and the feasibility of supplying them from allied sources
in consideration of the interdiction of the former trade; amd analysis

of proposcd neutral exports to determine those which, or any parts or
components of which, are of enemy origin, in order that navicerts my

be denied. Censorship submissions |GG c:ve o 25X1D
clus to enemy exports. The difficulty in controlling enemy exports

to contiguous neutrals, however, is that the negotiations looking to

the export and the financial transactions in comnection therewith do

\

not come under surveillanw®or cortrol except €0 2 limited extent.

Do Prevention of Transport

e come now to the principal wezpons in the arsenal of economic
warfare - the navicert, the ship navicert, and the ship warrent - the
instruments of the "paper blockade.” 1t 1s in fact a paper blockade.
It depends for its effectiveness on political and economic pressures
and inducements as set out elseshers in this sbudy, and of course, as
a last resort, on enforcement by military and naval power. But its
extent and effectiveness are far greater than could be achieved by
physical enforcemert alone.
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savicerts are in essence comsercial passports. It is inmteresting
to note that the navicert was inmvented by the American Consul General
in London during World War Iy its purpose was to facilitate American
exporba during the pericd of neutmlity.? The British instituted the
navicert device early in December 1939, and made it compulsory in July
1940 All un-navicerted ships and cargo vessels were subjéct to aeizm*;"k
The ship navicert, as its text indicates, was given when all the
items of the manifest had been navicerted. It permitted a ship te
make s single voyasge through naval controlz, It provided a description

of the ship and its propcsed itinerary; a 1list of its officers, crew,
and passeagers; a descriptior of its cargo, ship stores; mail; and

moneys an acgount of the source and destinatiom; consignor and cone
signm.p When an applicatior for a ship's navicert was received, the
crew and passenger lists were checked and a requirement made that
objectionable persons be removed,

If the Americans devised the naviceri, it was the British vho
invented the ship warrant, A ship warrent entitled e ship %o the use
of British and Allied port faclilities -= bunkering, ships stores, re-
pairs, etco To recelve a warrant, the ouner agreed that no vessel owned
or controlled or operated by him would sall to or from the navicert area
without a ship navicert; that he would not sell or part with effective
control of any vessel owned by him without the approval of the Minlstry
of War Transports that he would mot employ vy enemy company for the
purpase of obtaining insuranre or any other facilitdesj and many other
agreements, In additionm, fleet owners wore required by the British to
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chartgr to the Ministry of War ‘transport a portion of their fleels.
J’ A1l of this constituted the price which the British put on the pert
| facilities which they owned or conirolled, It is claimed for t.he/ ship
| wam'ant system that it iz a purely commercial bargein snd avoids all
quast.ions of international lsw or even of diplomatic d:.scuss"iona Aftver
the US emtered the war this country was assoclated, of course, in the
ship warrant system and in faet cooperated during the period of naid to
. fritain short of war®. But it was the global chain of British ports
that mede the system most effective.
The intelligenecs support raqrired for the administration of the

mvicer‘b and ghip warrant sysiem and the control of eneny and nsutrsl
shipping requires first of a1l intelligence a&s to the movements of

eremy shipping and the movement of all ships carrying unnavicerbed
cargo and all blacklisted ships, i,e, ships not having a ship warrent.

(“Llome 1laison must be maintained with the Maritime Commiansion and 25X6

with commercial shipping information services.

25X6

In addition te intelligence regarding voyages, the administration
of the nsvicert system requires all of the ecomomic intellipence re-
guired in the adwinistration of export licemsing, As the export
1icensing would control the export of materials from this country ard

= 30 =
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from allied countries, so the navicert system would control ths ex-
ports from neutral countries, awd the same intelligence as to commods
itles, requirements, production amd trade would be necessary.

The adminiatratio;; of the ship warrani system requires detsiled
intelligence regarding port facilitdes - allied, ensmy, neutral - |
arcund the globe, This is necessary to know those fagilities that are
aveilable and those that are not available to enemy and blacklisted
neutral ships, Estimates are required of the possibility of "block-
ade voyages® in the light of refueliing facilitles and other factors.

E., Military Measures»

Lo Genaral Military action as a weapon of ecopomic war-
fare denotes the use of the armed forces to deny to the enemy commode
ities required for the prosecution of the war, This action is directed
(a) at the disruption and destruction of the ememy's tranmsport by all
forms of blockade and {b) at the disruption and destruction of enemy
industrial powsr by strategic bombing or other military attack on
economic targets., Obviocusly, these measures frequently serve lmmediate
military objectives as well as egonomic warfare objectives, as in the
casev of the capture of 2 port or other strategic trensportation gate~
way. This should occasion no comiroversy, however, as to whether a
particular measure or opsration iz military or economic warfare. 'me
ultimate objective of all econcmic warfare is to support the military
objéctive by the strangulation apd attrition of the enemy's economy,
and as stated above, ecomomic, miiitary, psychological and political
weapons may be employed. And it is axiomatic that military operations

- 3L =
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are not an end in themseleves but an instrument of nationdl policy.
Military operations in support of economic warfare, by sea, land, and
air, are necessarily controlled and directed by the military on the
basis of operational factors, but much of the intelligence on which
they are based and the desired order of priority of targets are matters
of economic warfare.

2, Disruption and Destruction of Enemy Tramsport., 7This in-
cludes (a) air and naval patrole (both surface and submarine); inter-

ception, and blockade, and (b) attack on strategic transportation tar-
gets, by air, land, or sea, It is the former that we are concerned
with,primarily in economic warfare not only because of the importarce
of the actual physical interception of contraband ahipbing, but even
more so because of the fact that on this ultimate physical enforce-
ment depends the effectiveness of the whole system of the ®paper block-
ade", The intelligence required in support of the military block:de
includee that previously outlined for export licensing. In addition
there is a requirement for technical information as to ememy and neutral
shipping, including identification, speed, fuel capacity, eto. As 1t

iz probable that nothing in the ship's papers of a blockade runncy wil’
indicate its destination and thet nothing on the manifest of un-

pavicerted ships will indicate the comtraband character of axv of th:

cargo, there is a requirement for eovert intelligence as to the~

covert shioments.

3, Disruption and Destruction of Enemy Indust-.ial Powers

: ties
addition to all of the vasic intelligence regarding exemy capsbili
and vulnerabilities in certain industries and the desired order of
Leum
priority of economic targets, such as electric power plants, petrv

1.
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refineries, munitions factories, synthetic rubber planis, or trans-
portation gateways, there iz a requirement for evaluated information
as to the specific installation, includings

2, Location of target, and identifying infore
mation as te nearby cities, industrial instals
lations, housing, mailroads, rivers, mountains,
and other terrain features.

be Physical description of plant and points of
wulnerability.

Co Administrative information, including owner-
ship, govermment agency having authority, and names
of key officials of the facility.

d., Labor force, includimg mmbers employed, work
shifts, nationality, skills, percemtage of forced
labor, conditions as to housing, food, aad other
morzle factors.

25X1B

£, Importance of this facllity as determined by

its contribution to the industry aggregate, by the

distribution of its product, and by the dependence

of other facilities on this source.

ge Possible importance of this facility to US

and allied occupation forces, in the event of occu~

pation of the arez.

ho Appraisal of the effect of bomb damage.

In addition to the intellipence as to individual facilities, there

is a requirement for similar intelligence as to concentratioms of such
strategic targets., This is required for area attack either by high

expdosive or atomic weaponS.

N R s ¥
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Fo Other Measures

1. General. The foregoing represent the principsl measures
of economic warfare, but they are not exclusive of others, which may,
- in a given circumstance, be of great effect. Ameng thise are psycho-
logical measures, sabotage, and a varlety of activities to plague and
confound the enemy and his friemds. Examples of the lait category
are the dropping of counterfeit ration cards over enemy territory to
confuse his rationing system, and counterfeiting his monrey.

2. Promotion of Subversion and Disaffe:tion in Fnemy Ine

dustrial Areas. Just &s military operations mey be dliected to ec~

onomic objectives, so may psychological weapons be unlimiersd in
support of economic warfare, Propaganda may be directed t certain
industrial areas and individual facilities in coordination w\th mili-
tary, ecomnomic and political strategy. The intelligence requred in
the selection of targets and in the cholics of psychological ammwnition
would include reports of conditions and incidents in the area cor.srned,
svaluated against a background of knowledge of political, sociolog. cal
and sconomic factors,

3. Sabotage of Enemy Supplies and Instailations. Sabotage

will ordinarily be the work of forced labor, dissident groups and in-
dividuals in the enemy country, and resisting petriots in the satellite
and occupied areas, Sabotage is no longer as simple as the throwing
of a shoe in the machinery, but mey be a highly technical and comp-
iicated operation. Intelligenceo estimates will deal with the feasi
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\.l bility and probability of sabotage, the antlicipated effects, and the

requirements in material, and suppiles for the operation.

G. Counter Economic Warfare
The entemy's economic wariare willi probably fail into these ma, jor
categoriess

(1) His efrsrs to disrugbor impair the economies

of the free netions by the sudden termination or ihreat
of termination of thelr trade with the Soviet bloc.

This zan best be couniered vy the avoidance of depend-
snsy on Lhe bloc either as a source of supply or as a
market. To the extent that such trade is permitted in
peacetime, efforts should be made to develop alternative
gources of supply and aiternative markets for the
somnodit fes traded.

(2) His efforts to negotiate favorable war trade
agreements with neutrals. The competition with our own
efforts to do the same thing will be a battle of di-
plomacy and economis pressures.

‘Lﬁ {3) His iniiltration and sabstage of the productive
capacity of the free nationa. Counter measures against
this are the responsibility of the Departments of De-
fenae and of Justice, and of industry itself.

(4} Bisckade of ailied or neutral ports, especially
some in the Far East where he may have the capability

of doing sw., The countering of this measure will be the
responsibility of the Department of Defense, but economic
warfare intejligence will be useful in developing di-
versionary rouvtes and alternative sourves.

(5) Military attack on our sources of supply and trans-
port of war materials, The defense against this is also
the responsibility of the armed forces.
Foremost among Lhe measures Lo oifset the effect of the enemy’s
'ézobémié warfare is our stockpiiing program, but this is a part of
our industrial mobilization program and the responsibllity cf other
agencies. Tihe economic waciare agency, however, and particularly the
inteiligence element war be «f great assistance in studying the enemy’s
~ | 5 e T |
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economic warfare in competitive buying and in his embargoes and

k*’ blockades. The countering of these measures is primarily a problem
of procurement, but where they involve the techniques of economic
warfare, the economic warfare agency can be of assistance to the
procurement agencies.

A valuable study on "The Nature of the Policy and Tactics of Soviet-
type Economic warfaro 1949-1952" was prepared by the Economic Defense
Staff of the Department of State in October 1952, and a National
Intelligence Estimate (NIE 10-54), published in March 1954 dealt with
Soviet bloc capabilities in economic warfare, the vulnerability of the
free world to economic warfare measures, and the probable courses of

action by the Soviet bloc in this field,

-3 -
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IV. THE INTELLIGENCE PROCESS IN ECONOMIC WARFARE
W

A. Collection
1. Sources Available in Peacetime
a. International Economic Organizations. Comprehensive
international statistics on production, consumption, domestic dis-
tribution, and international trade, if such were aVailable,. would
be first on the list of materials to be exploited for economic warfare
policy-making and planning in peacetime, It has been aaid, in fact, -
that the complete and uniform reporting of such data by all nations
would have tended to prevent wars by indicating warlike intentions.
This ideal of statistical compilation, however, has never been attained.
- The lack of uniformity in reporting and other deficiencies have long
Plagued economists. This was true even when there was the best of in-
tentions. It has been greatly aggravated by the recalcitrance and
secretiveness of the Soviet Union and its satellites. Nonetheless, to
the extent that such data are available in the United Nations and other
international organizations » and in international cartels and study
groups, they constitute an important source,

b. Central Intelligence Agency. Exploitation of domestic
sources of foreign intelligence, covert collection overseas ,_

STATSPEC _ = all important sources of economic war-

fare intelligence - are among the services performed by CIA of common

STATSPEC

concern to all intelligence agencies, CIA is charged by statue with

- -3
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responsibility for correlating all intelligence relating to the
national security and with making recommendations to the National
Se curity Council for the coordination of intelligence activities.,
Frequent references to its functions appear throughout this report
and especlally in Section V on Organization.

The Director of Central Intelligence is the Chairman of the In-
telligence Advisory Committee, under the aegis of the National Security
Council, and CIA furnishes the chairman and the secretariat of the
Economic Intelligence Committee and of the Economic Defense Intelligence
Committee, formerly the Intelligence Working Group. In economic re-
search, CIA has cognizance of the Soviet bloc. Its current intelli~
gence is on a world-wide basis. Among other important services it
publishes the daily and weekly Current Intelligence Digest and pro-
vides speclal situation briefings. CIA's facilities include s among
others, the Industrial Register, the Biographical Register, the Graphics
Register, the Foréign Documents Division, and the CIA Library with its
Inteliofax System of indexing, digesting and filing intelligence docu=-
ments. CIA coordinates and supervises the publication of the encyclo-
pedic National Intelligence Surveys. It has extensive geographical in-
telligence resources.

Of particular interest for this report, it has a small unit - the
Economic Defense Division - which supports the EDAC agencies respon-

sible for the strategic control of commodities and services, and also

- 38 -
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provides current intelligence required especially by the Diversion
Control Net and the Administrative Action Panel to which referense
is made in Section V.

The following paragraphs suggest the vast resources of intelli-
gence material pertimsnt to economic warfare in the various govermmental
and other sgencies. mxil-c' based in part on the CIA/OCD survey of “The
Primary Economic Information Interests of Certain Govermment Agencies.
(1951)% it does not purport to be complete but is merely suggestive of
major areas of interest.

C. State Department. The periodic and special reports of our

foreign service officers are the most fruitful .mmes of intelligsnce
for economic defense operations and ecomomic warfare poliey and plan-
ning in peacstime and a valuable source for operstional intslligence

in wartime. Economic Defense Officars (EDOs) have been designated

at the principal posts overseas and peripheval reporting officers at
appropriate points. In wartime the geographical area of direct foreign
service reporting is pedused by the recall of our representatives frem
anemy countries and by Mat restristed opportunities in some meu~
tral coumtries. Quentitatively, the intelligence for eccmomic warfare
purpozes from foreign service reporting officers in wartime is much

less than thet from censorship, |GG other vartinse 25X1D

sources. "“The Econcomie Manuel: A Guide for Reporting Officers in
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the Foreign Service of the United States" is an excellent and compre-
hensive statement of economic intelligence requirements for all pur-

. poses;, and so organized as to be of great use in economic warxai-o m
porting.
) The Department has cognisance of economic intelligence research
covering nom-Soviet areas. It publishes "Cumt Economic Developmenta®
(bi-weekly) and "Current Foreign Relations" {(weekly) and Soviet Affairs
(mnthly)o The Office of Intelligence Research {(OIR) and the Orﬁ’iéo
of Libraries and Intelligence Acquisiticm (OLI) pmwﬁde the msans for
procsssing intelligence within the Dspartment.

‘oreign Operations A@ﬁ@m The Foreign Opamtiom
Administration is concerned primarily with assistance to friendly
nations. Its information regarding countries receiving aid is comp-
lemenitary to that regarding the Soviet and satellite sountries in-
cluding scme of the most prominent of the probable meutrals. The
-statistical and other economic reports contain much intelligence of
import in econcaic warfare. The FOA does not have an intelligence
division as such. It doos have a Eesearch, Statistics and Raports
Division, but its economis analysis in Washington is largely integrated

| -w:lt.h the work of the various functional divisioms. In the US Regional
Office at Paris, a small staff is maintained for the collatfon of sc-
snemic défense intelligence and the coordination of sconomic defense

operations in Europe.
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of the Mutual Defense Asaistance Control (MDAC) Act in the Director
of the Foreign Operations Administration, in harmony with the forsign
policy dirvection of the Department of Stata. This has to do with the
international pw of security trade control. C&llateral with this
1s the domestic program of security trade control, represented by the
Export Control Act, admind.{sterad by the Department of Cormerce, The
former program is coordinated through the Economic Defense Advisory
Cormittee (EDAC), and the latter through the Advisory Cormittee on
Export Policy (ACEP): These two committecs ave in fact ™mterlocking
directorates," coordinated st the w rking level by the Joint Operating
Comcittess A number of working groupe; under the EDAC Executive
Committes, provide for interagency consideration in comection W th
thelr respective functions. Of special interest for the purpose of
thle study is the Intelligence Working Group, which iz discussed fure
ther in Section V-D-5,

-@; The Armed Forces. Each of the armed forces main-

taine attaches attached to the US diplomatic missions. They report
primarily on subjects of special interest to their respective services,
but also make economlc estimates. The Intelligence Division of the
Army ( _!}-2) is interested in intelligence required for logistical oper-
ations, plaming for civil affairs, admimistration in the ogoupied
areas, and in economic varfare., The Industrial College of the Armed
Forces includes Economic Warfare in its curriculum. In faot, the study
of economic warfare, as such, had its genesis in the US in the Ine
dustrial Collsge in 1540. The Office of Navel Intelligence (ONI) is
interested in these subjects and particularly in ¢hip bullding, port
41 -
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facilities and related subjests. Alr Force intelligence (AFOIN) is
interested particularly in target information for strategie bombing,
and its Strategic Vulnerability Branch has done extensive work in this
field.

The Department of Coammerce is

of outstanding importance in economic intelligence. Its Divisiom of
Commercial Intelligence publishes the World Tmade Directory and main-
tains the Export Sereem {(Watch List). Foreign service reports, espec-
ially those of the coumercial attashes, are available to all depart-
ments and in the Dspartment of Cecmmerce are the basis for commodity,
industry, and regional economic studies. While these studies are
primarily for the bemefit of US industry, theyare of great-value in
scencnie warfarc. The Bureau of Foreign Commerce, especially in con-
nestion with the administration and enforcement of export contvols,

the Civil Aercnautics Administration, the Office of Technieal Servises,
The Patent Office, the Bureau of Standards, the Maritime Administration,
The Weather Bureau, Burcau of Publis Roads, the Bureau of the Cansus,
and US Coast and Geodetis Strvey, -- all have a significant comtri-
bution to ecomowic warfare intelligence.

department ure., In the Department of Agri-
sulture, the Office of Foreign Agricultural Relations, and other units

have furnished basie studies and current reports cn agricultural
eoﬁwdities and on agricultural conditions in foreign areas.

-2 =
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h. Départment of Justice. Because of itz interest

in international cartels, the vesiing or seguestration of forelgn-
owned assets, and other matters rel ted to economic warfare, the De-
partment of Justice paintained in World War 11 an Economic Warfare
Diviesion. Since that time the Office of Alien Property has been
placed in the Justice Department and in addition to the administration
of control or vesting of aliem property, handles all litigation growing
oub of forelgn Punds program of the Treasury Department. The Federal
Bureau of Investigation (FBI) remndered valuable assistance in World
War II especiglly in conmsction with detection of smggling operations
and other violations. The Immigration and Naturalization Serwl.cg,

< charged with the adwission, exclusion, and deportation of aliens, and
their registration and ﬁngz_—:r printing, was a source of biographical
intelligence anda means of the discovery of sources for investigation.

¢, Department of Interior., Minerals represent the

. largest category of strategic mterials, and the Bureau of Mines and

the US Geological Survey have been sources of much of the basic material.
The mineral attaches in certain diplomatic missions have furmished

much of the current informaticn cssential to econamilc warfare operations

regarding minerals, fuels, power, and water resources.

o 3 -
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.j5> Ireasury Depsrtument, The Treasury Department was
the first agency of the Government to implement an economic warfare
measure in World Wer II, or, more properly, to apply an economic sanc-
tion, since the US was not at war at the time. This was the freezing
of the assets of Norway and Demmark in April 1940 and the extension
of the order in Jue and July 19L0 to the Axis countries and the European
_ neutrals, Whle this was for the purpose of protecting the interests
of rightful owners of these assets from Nazi exploitation, it was also
impressed with economic warfare considerations. From that time on the
Treasury Department was ?,ctively interested in the implementation of
economle warfare measurés.through its Foreign Funds Controls and the
Bureau of Customs, and in intelligence through its Monetary Research.
Division. It has statutory aytherity for foreign assets control uwdsr
the authority of the Trading with the Fnemy Act. The Office of Inmter-
“stional Finance collects and analyzes eurrent infornation conoerming
economic policies and positions of forelgn countries, having a bearing
on US financlal or monetary policye

'k, Federsl Reserve System, In intelligence support

through its Division of Reseaich and Statistics and Division of Inter-
national Finance, and in implementation of forelgn exchange controls
through member banks, the Federal Reserve System also has a part in
economlic warfares |

" 4. Departmemt of Labor. The Bureau of Labor Sta-

tistics prepares studies of labor conditions in foreign countries,
based in part on reports of Yabor attaches abroad.

- L=
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B Tariff Conmission. Because of the emphasis on inter-

national trade and world wide commodity studies, many of the reports and
analyses of the Tariff Commission sre gernane also to economic warfare,
.B. ‘The National Archives and Records Service is the

repository of a vast store of officlal documents and records, in amazingly
available arrangement when the quantity and diversity of thé material are
considered. The Department is engaged in the privaration of a series of

" . handbooks of records of World War IT that will make these records even

more serviceable,

.0, Qther Agencies, The foregoing list is not intended

to be exclusive of a number of agencies, scme of them vary closely identi-
- fied with economic warfare, but otherwise than in intelligenc: support, for

. example, the Office of Defense Mobilisation and the Bureau of tiv Budget

¢ in connection with mobilization planning and organisation; the Genural

Services Administration in the implementation of preclusive buying; tiec

' k}iortmimport Bank in financial intelligence and in the negotiation of

- foreign loans; the Federal Communications Commission in international

| telecommunications; the Department of Labor in its Office of Intjefnatiam.l
Labor Affaira; and the various wartime agencies, notably the Office of
Censorship, an important source of economic warfare 1ntélligence ‘in wartime

discuseed elsewhers in this study,

N
SE-CRET
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p. Library Material. First among the sources of library
material is the Library of Congress. In addition to its own un-
equalled m#ourcesg it publishes the "Library Reference Facilities
in the Area of the District of Columbia" covering more than two
hundred general and specialized libraries. These facilities and in-
deed the rescurces of the research libraries throughout the nation
may be tapped through inter-library loans. The Intezﬁeéartmental
Committee for the Aequisition of Foreign Publications (INDEC) pro-
vided much material for research analysts in the field of economic
warfare. The Foreign Documents Division of CIA has done and is doing

a vast amount of translation and analysis for this and other agencies.

Study Groups. The Rockefeller Foundation, the Ford Foundation, the
Camegie Endowment for Intermational Peace, the Brookings Institution,

the Nationsl and American Geographic Societies, the various engineering,
scientific, and professional associations, the American Ecomomic Associ-
ation, and international commercial study greups such as the Intermational
Rubber Study Group and the Intemational Tin Study Group, and research
centers at various educational institutions; many of them under government
contracts, - all are invaluable scurces of basic studies and curremt

informtion. The list is intended merely to suggest many other organi-
sations of which these are typical. Some of them sponsor research pro-

Jects of considerable scope and depth, scme organize special missions and

| | - 6 -
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expeditions, some conduct institutes of international affairs. The published
and ﬁnpublished records of most of them yield valuable material to the
sconomic warfare analyst.

¥, Foreign Broadeasts, In World War II the Radio Unit of the
Economic Intelligence Division in the Board of Economic Warfare processed
reports and transcripts of foreign broadcasts. These broadcasts were
monj.tarod for the most part by the Federal Communications Commission, the
output at times approximating three thousand pages per day of monitorsi
reports and transcripts. in addition there was an exchange of selected
material with the British Proadcasting Corporation and othex' allied sources,
Only a small portion of the broadcasts contained information of value, but
the potential significance of that small portion was frequently very great.
It required & vase amount of winnowing to separate the grain from the chaff,
Evaluation and interpretation were very important, For example, the theme
of the propaganda to condition the public mind might be an ‘indication . o STATSPEC

a probable course of action. It is also freonentlv necessarv to hroadcagy
official announcements to the people even at the calculated risk of its

disclosure.

. @~ Refugees and Displaced Persons. Never before in history

have there been so many displaced persons in the world as the millions

= BT -
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‘L Chw vaee essded byowe abo fled st from Masi and ther from Sovied tyrammy.
oo UoTsan Sudeteadsau. from Saidesds, Jrom bhe Baltic states, from Poland,
Cenrhinglovakis, Hungery. Rumenia, Buigavia, aAlbania, from Communist China
stigi, when bhey eculd, from the Soviet Union itself, Mcst of them have
cefusad o return to bheir formar nomelands now held by the Communists.

sy have resisted or escaped tae Sovieu kidnap gangs which operated 1i: the
mame of repatriation. fmong their numbar are statesmer, scholars,scientists,
pineers, artists, lawyers, doctors, rarmers and leborers. Their walue

i semrees of intsllipence hias heea recognized., They cre being developed

1 rpwcn a8 wime snd avadiable persomnel wiil permit. The firsi intelllgence
ruprcement is as to these people themszlves, as groups, as types; as

oyl widuala: then the aoloitation of sslected sources both for the
“nranzbion they have and Por what they can acquire, not merely paasive

\L vy agtive intelligence. and nob merely intelligence tut eperations of

vrnlstance., of liberation. But this is beyond the scope of this study.
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wo US Firms and Trade Associaiions, The foreign economic

e ligence in the possession of U3 exporiers and importers » manufaci.arers,
engineers, banks and insurance companies, and trade associations is piac-

tically unlimited. They have traded with or in competition with intip-

naticnal traders all over the world. They have supplied equipment a:.d

technical "know-how", for industrial facilities, They have ﬁuﬂt an'

oporated subsidiaries in many of the leading countries. They have cinducted
research into markets, actual and potential, They have financed cep’tal
improvements and commercial transactions, They know the capabilitics

and vulnerabilities of the major industries and the individual fac’lities,

They know the requirements and sources of eassential raw materials. and

possible substitutes for those in short supply. The intelligence is there.

It is freely available, and yet its adequate exploitation presen:s serious
difficulties in administration, in collection, evaluation, ana:!.',rsia,. !
interpretation and dissemination. 25X1C
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2, Additional Sources Available in Wartime. In addition to the
foregoing catalog of scme of the sources of economic intelligence available
in peacetime, important additional sources are gvailable in wartime., Among
these are censorship, intercepted messages, interrogation of priscners of
war, analysis of captured enemy materials, espionage and aerial reccnnais-
sance,

a. Censorship. As has already been indicated, censorship

is the source of the greater part of current economic intelligence in war-

time, The extent to which the principals or agents in illegal or inimieal

transactions will go in their communications is almost incredible. Some-
times, it is due to carelessness or ignorance; sometimes the parties think
they have successfully concealed the significance of the message; sometimes
they assunme a calculated risk, such is the urgency of the communication:
sometimes the information is revealed by collateral reference of innocent
parties; sometimes a clue is gleaned from the mere fact of correspondence
between certain parties even though a private code is used; sometimes the
volune of communications from or to a given source is an indication to an
alert censor or intelligence officer of suspicious circumstances.

Whatevsr the explanations, cemsorship inm World gar It
spotted a number of targets for the economic warfare batteriesflg Among

these were the following:.

o 51 P
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Obtained information pinpointing for the Air Force targets
of strategic and tactical importance: such as the exact engineer-
ing details of the dams in the Rhine area and previously un-
known defense being constructed in the Hague Forest of the
Netherlands capital.

Obtained information concerning strategic and critical
materials making it possible to increase allied war production
and weaken the enemy’s production; one censorship item alone
enabled the War Production Board to obtain $25,000,000 worth
of much needed textiles; other censorship items uncovered some
$2,000,000 worth of dragline dredges, galoshes, cocca, cattle
hair and other diversified cammodities,

Exposed black market activities,

Discovered and reported violations of export liecense
controls: at one time, according to an official of the
Foreign Economic Administration, 60% of the cases of vio-
lations of export licenses were discovered through censor-
ship,

Alded in preventing the outward flow of technical data.

Helped to implement controls of the international transfer
of funds: one group of censorship items showing how funds had
been provided to build up a stock of goods at a Latin American
port for transport by a German blockade runner, while in another
instance censorship material showed that a considerable amount
of money sent to the Bank of China was intended for beneficiaries
in Japanese-Occupied territory.

Assisted in the enforcement of restrictions applicable
to the Proclaimed List of Blocked Nationals; one of censor~
ship's greatest contributions in this respect being to supply
data indicating that listed parties were using intermediaries
or cloaks to mask their activities,

Detected commercial transactions which might have
resulted in the Nagi obtalning vitally needed commodities.

It would be desirable for the Economic Intelligence Committee and the
Intelligence vorking Group to direct the preparation of a manual of instruc-

tions to censors and to keep it current, It is also important to post
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L"” econcmic intelligence officers in the principal censorshlp control offices,
Even so, with the vust volume of material handled, it is not feasible to
be too discriminating in the first selection as to what may or may not be
of value to econcalc warfare. Accordingly, a unit in the latier agency
mast further srciveen and analyze the material and prepare coples or extracis

or digesta for the interested branches. Thousands of these are handled daily.

25X1C

e, Captured Enemy Materials. From the beginning of World War II;

and in fact in the period between the wars, the British had made careful
technical examination and analysis of German material and supplies and

found it an important source of intelligence regarding the enemy®s supplies
of raw materials, his use of substitutea, manufacturing processes, technical
innovations,and other factors in production. It was not until 1943 that

the Economic Intelligence Division of FEA undertook similar activities with
regard to Japanése materials. Prior to that time the War aﬁd Navy Depart-
ments had been examining enemy material primarily with a view to determining
the military operational potentialities and limitations of such ecuipment,

SfiemGomlteFeT
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- and the possibility of any improvements that might be introduced into
ouwr own design. This work is now directed by the Joint Materials Intelli-

gence Agency (JMIA) in the Department of Defense.

25X1B

d. Prisoners of War. ihile the first objective in the interrogation

of prisoners of war is to extract information of immediate military signifi-
cance, it is alsc true that many of them are possible sources of economic
intelligence of great value. Due to lack of coordination and sometimes
cooperation, the economic intelligence agencies in World War II had only
limited opportunity for interrogation of priscners of Qarrlgjln soue
theaters, however, notably at New Delhi, where the Combined Services Depart-
mental Intelligence Center (CSDIC) was organized, very important results
were achieved. A valuable aid to intelligence officers, ~- whether sconomic,
military, scientific, political, -~ would be an Economic Interrogation

Approved For Release 1999/09/07 : CIA-RDP69-00642R000100070001-5
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Manual kept up to date, and classified not only by industries and :egions,

but éccording to the experience and competence of the type of individual
being interrogated.

e, Covert Collection. Covert intelligence in World War II was

the responsibility of the 08S. 1In this as in so many other respects
there was for a time an unwillingness to make the intelligence available
to the Economic Intelligence Division of FEA. After FEA took proper
security measures, however, the economic intelligence obtained through
covert means was made available to them. Singe the establishment of CIA,
with responsibility for this type of intelligence collectiomn overseas,
this is a valuable source of ‘voluntary reports as well as reports in
response to specific economic intelligence requirements, and should be
given high priority.

f. Aerial Reconnaissance. Great progress was made during and

after World War II in the development of aerial photography. The new
techniques of making mosaics and the specialized skills in interpretation
have greatly increased the value of this intelligence especially for
econumic purposes, It is frequently possible to assess wit.h falr accuracy
new industrial developments, the extent of industrial activity at a
particular faeility, the nature of bemb damage, condition of agricultural
crops, congestion in transportation gateways, and character and direction

of transportation movements.
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The Graphies Register in CIA contains a large collection of photo-
graphs and motion picture films collected in béth peacetime and wartime,
covering areas and aubjecﬁt of intelligence value in economic warfare.
Intellofax tapes, giving abstracts of the content of films, and machine
1istings of etill photographs, covering various subjects and geoge~phical

areas can be supplied.
B, Preduction., Having considered, in barest outllne and suggestion, j

the requirements of* economic warfare intelligence anc. the sources for
collection of the information on which it is based, it is in order now to
look at the methods of processing that information into intelligence.
Again, as in the case of the requirements and the sources, it is to be
noted that, in the event of actual war, and even now with the accelerating
tempe of the economic war, significant changes will be necessary in the
processing.and production of the supporting intelligence, Now, more than
ever, time is of the essence. Comprehensive treatment of' the subject, the
manner of organization and presentation, perfection of style, complete
ceordination - all always desirable - are leas important now than speed,—
the greatest possible speed in distribution to the using agency consistent
with accuracy of the evaluation and socundness of the esiimate,

The steps in the processing of information into int:lligence are
usually identified somewhat as follows: classification, indexing,
synthesis, analysis, interpretation, evaluation. The steps frequently

eccur in that order, although, of course, not necessarily so. Evaluation
- 56 -
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and interpretation méy be necessary at various stages in the process

from the source to the finished product., Classification and indexing
have a much greater significance in economic warfare intelligence than
these words usually connete. The clamsifying and indexing are done not
merely for future convenient reference., They serve an immediate purpose -
that of matching up the pieces of the jig-saw puzzle into an identifiable

intelligence picture. Interpretation and evaluation are both more 25X1D

difficult and more important than in the peacetime process.

25X1D

ind as the uses and the sources and the methods of processing economic
intelligence undergo radical changes in the transition fram a peacetime to
a wartime economy, so does the form which the preduction takes. As stated
in the Introduction, while there will be a greater need than evef for
reports and estimates, periodical and special, in support of economic
warfare policy and operations, there will be an even greater requirement
for current intelligence memoranda and spot reports. Quantitatively, these
latter forms will constitute by far the greater part of the production.

B
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Cs Distribution of Intelligence. The ideal distribution is to
deliver as promptly as possible to every analyst all the infermation

he neéds and nothing else; to deliver to each using agemcy the intell-

igence which it requires and nothing else; and within each agency to
disttibube the intelligence to each officer who requires it and to no

otherss Only the less important material should be "circulated”.

Within the agency all _ reports from everseas, amd o5y D
other information requiring aetion, should be duplieated, or digested

and then duplicated, and distributed as fast as received throughout

the day - and night - to the responsible brgnches, with one eopy des-

ignated as the action copy.

So much for the distribution within the Agency. The final -preduct
may be no more than this bare message properly interpreted and evaluated.
Or it may be an estimate or a study based on this and many other items
and the result of much research and analysis. In any event, the final
product should be delivered as speedily as possible to the Ageney or
Agencies, the individual or individuals, who require it. Then, and not

before, is the intelligence process complete.

- 58 -
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V. ORGANIZATION FOR INTELLIGENCE SUPPORT OF ECONOMIC WARFARE

A. Worid War I

1. General. The purposes to be served by sconomic intelligence
are as Mmﬁs and varied as the many departments and agencies of the
goverrment .which vhave responsibilities in ‘L;he economic field. ' They
may be grouped, in wartime, under four main headings: economic war-
fare, economic mobilization, military strategy, and militarj occupation.
In volume of intelligence required, economic warfare is the largest
customer,

Prior to World War I and in the period between the wars, economie
intelligence was limited largely to commercial intelligence, hydrographic
data, fereign service reports, occasional eeonomie reports of f.he military
attaches as a part of strategic intelligence, and published data in sta-

‘L tistieal ysar books and similar publieations. In wartime, as we have
uen; new sources of intelligence are developed and néw objeetiies
gerved. The experience of two world wars and the present cold war in-
dicates that by far the greater part of the economic intelligence effort

is required for the support of economic defense or of economic warfare.

25X6
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3. The US Experience. The principal ageney of economic warfare
in the US in the first worid war (although the term "economic warfare"

had not been coined at that time) was the War 'I;rado Board, It con-
sisted of representatives of the Departments of State, Commerce, Agri-
culture, the Food Administration and the War Shipping Board. At the
peak of its activity in 19;.8 it had 2897 employees. 0f these 230
wepe in the Division of Research (divided into Country Studies, Commodity
Studies, and Special Studies), 275 in the Division of Tabulation and

- Statistics, and 409 in the Bureau of War Trade Intelligence. There wers
thus a total of 914 employees engaged in intelligence whereas the largest
of the operational units, of the Board, the Bureau of Exports, had 599
employees.

The Bureau of War Trade Intelligence was largely an intelligence
support and liaison organization, serving as the "repository and clearing-
house" for other agencies of the US Government, other bureaus of the Woxr
Trade Board, and the embassies of the allied govermments in Washington,
supporting export-import licensing, blacklisting and control of enemy
property.

All of the measures of blockade and war trade control were admin-

< | -6 -
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istered by the War Trade Board.
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9. The US Experience. The succession of agencies - the

Administrator of Export Control, the uconomic Defense Roard, the
Board of Fconomic Warfare, the office of Economic Warfare, and finally
the Forelgn Economic Administration (F7A), and concurrently with this

the Coordinator of Information which became the Office of Strategic

< services (098) - tells a ead story of costly Mprovisation,- 25X6

DEXGS _ Both the FEA and the 0SS had
intelligence and operational responsibilities in the field of economic
warfare, bub after a period of duplication and jurisdietional disputes,
collaborated in the collection, analysis, end application of economic
intelligence, and worked out a satisfactory modus vivendi. |

Feconomic warfare intelligence in World War II began with the

‘esteblishment in 1940 of a Projects Section in the office of the
Administrator of Export Control. This later became a Hesearch Division,
with an intelligence Section in the fconomic Defense Board. Shortly

after Pearl Harbor, the Board {now called the Roard of Econormic Warfare)

- & .
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divided this Research Division inte four gaosraphicel divisions -=
furcpean,; British Empire, American Hemisphere and Far East,lsj Each
division had an analysis section and an intelligence section. Ty

the end of April 19i;2, the intellipence sections of the four geograph«
ical divisions were combined into a single Economic Intelligence
Division. It should be noted that this division was concerned pri-
marily with procurement of jntelligence. The work of analysis, with

or without positive recommendation; was the responsibility of the
Office of Fconemie Warfare Analysis. It should also be noted that BEW
and its successcr agencies also had a Trads Intelligence Division which
had the responsibility of procuring, anslyzing and applying economic
intelligence to the export licensing procedure. Following a visit of
the Chief of the Feonomic Intelligence Division to London in July

192 the sconomic intelligence fumction waz brought closer to operations
by making the Economic Intelligence Division a part of a newly organ-

1zed Fnemy Branch. The functions of the Intelligence Division were
16/

described as follows:

25X1D

"a, The compiling, classifying, and routing of informe-
tion obtained from censorship [N foreign
radio broadeasts, foreign publications, British MEW,
fmerican business firms with foreign interests,
rafugess, returned travelers, forelgn representatives
of other Government agencies and all sources other
{than espionages

1h. The anawering of specifie requests for economic
intelligence information from other Divisions of the
BEW, tha armed forces, the Ministry of Economic
wWarfare; ‘

s, The continual search for new sources of economic
- intelligence;

BB CuR BT
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#d. The indexing. routing and safeguarding of al
restricted, confidential, and secret documents
which originate in the Doard or come to the Board
from other sources."

Later, on 30 November, 1942, the Assistant Director, 0ffice of
reonomic Warfare Analysis, Toard of Rconomic Warfare, stated the
essence of the intelligernce function to be "to find and exploit all
possible gources of economic information useful in the work of economic
warfare ... and to mobilize this informetion in such & way that it
mekes the maximum possible contribution to the work of the Boafda"

The Feonomic Intelligence Division lived happily ever aftervards, or
rather to the end of the war and the liquidation of FEA and its
absorption into the State pepartment. At that time scme of the
intelligence personnei were transferred intoc the resesrch arez of

the State Department. In fact soms of the personnel in both the
Intelligence Division of FEA and tha 0SS formed the nuslel of the
office of Intelligence Researcn (OMR) in the State Department and the
Central Intelligence Group (CIG), the predecessor of the Central Intel-
ligence Agency. 1In 2 sexnse, therefore our major economic intellipence
units today grew out of the intelligence support for economic warfare
in the last war.

For a documsnted account of the costly and tragic lack of
soordination in World Uar II, ses the report "The Enemy pranch of the
fcard of Economic Warfares A Study in the Relation of ‘esearch to
Operations,"/a%ﬁ?gis£;£%ngg?SZLrement of Economic Tnformation for

Strategic Purpoges - Analysis of the Experience of the Economic

- B -
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Intelligence Division of the Board of Economic Warfare, the Office of
Economic War_fare, ‘and the Foreign Economic Administration, 1942-44 with
Obéer;'é.tiqns f’ertinent. to Future Operations of Intelligence Servies."
(App. III, Item 15) The conclusions supported the later proposal for
a central intelligence agency.

"‘3. Allied Operations. A etrong case for allied cooperation in
the waging of economic warfare was stated by the Allied (Britain, France,
Belgium Netherlands) Ministerial Meeting in London on 17 June 1940. It
asserted that the vigofous prosecution of ecenemic warfare was an essential
factor in victory and that, as the four allied empires commanded the major
portion of the world‘s essential raw materials and commodities, it should
totally deny them to the enemy. The statement is reproduced here as a
fine declaration of principle and high resolve;
~ "The representatives of the four Allies in consultation
1) Consider that the vigerous prosecution of the economie

war against the enemy constitutes an essential facter

in the ultimate victory of the allies;
2) resolve that, since the four Allied Empires jointly

command the major part of the essentlal raw mater-

jals and commodities of the world, the export of

these cenmodities and materials shall be so cen-
trolled as totally to deny the use of them to the

eneny;

3) agree that such control camnot satisfactorily be
established without the imposition in all terri-
tories of the Allied Empires of a system for licens-

ing exports;

4) resolve that such systems shall, where not already in
existence, be imposéd and that they should be co-
ordinated in scope and practice and in the polisy

governing their operationg

‘l | - % 69 -
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5) direct that a Committee of experts, representing the
four Allies, shall examine how best these resolutions
and this policy may be implemented;

6) agree to meet again from time to time as required te
receive reports from the comxittee of experts and to

undertake any necessary action.” :
Unfortunately this eame too late, Owing to the fall of France a
few days later, the committes of experts never met, and no allied commit-

‘tee was established until nearly two years later.

Céngress enacted the export control

law on 2 July 1940, and the US began the progressive control of its ex-
poris, both to conserve its supply of eritical materials and to deny
them to the Germans.

The eooperation was greatly handicapped, however, throughout 1941
and the first few months of 1942, by the lack of an integrated economic
defenss organization, supported by an integrated intelligence office.
Medlicott in his momumental work on "'m:;conmic Blockade” in the series

_ 16
on the History of the Second World War says, in speaking of American
cooperation during this period:
"A genuine handicap was the absence from the Adminis-

stration of any single administrative organfsation charged

with planning economic defense, and therefore able to take

a comprehensive view of the problems invelved and to see

that plans were carried through in &ll departments of

governmend .

In discussing the confusion in the famous "Sheherasade® (French
tanker) case, Medlicott refers to it as an illustration of the sort of

Blind Man®s Buff that was going on inside the US administration,
w 70

SeE=C-R-E~T
Approved For Release T999709/07 : CIA-RDP69-00642R000100070001-5

25X6



Approved For Release 1999/0,9/07 : CIA-RDP69-00642R000100070001-5
S-E-C-B-E1

o An outstanding example of a situetion in which an economic warfafe
measure d‘.oﬁld have saved American lives, ships, and material would have
been the stoppage sarlier of the Jtalian Air Lines (LATI) service to
South America; At a time when US national policy was one of nall aid to
Britain short of war," these Axis planes were spotting American convoys
on t,he South Atlantic route and notifying German submarine cmrletr&a
They were also transporting Axis ageats and mdustriaj. diamonds and other
strategic materials, And they were flying with tetraethyl lead preduced

in the US.

25X6

C. The Korean War
In the Korean War economlc warfare was enployed by the United

Nations only to a 1imited extent, In response to the "Uniting for
Peace" resolution. and the appeal of the Additional Measures Committee

_of the UN, many of the natipns imposed embargoes on the most strategle
categories of materials, The US imposcd a canplete embargo on exports

[ o
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to China and North Korea, There was no blockade, however of the China
f:oast," no interception of aliied or peutral shipping, no attack om
transport acros: the Yalu, and no interference with sources of supply
in chmo .
~7" 7 D, The Cold War .
| 1. The NSRB Studies. In 1948-49, the National Security Resources
Board, in the exerclse of its statutory responsibility for the planning
of mobilization measures, undertock the production of a series of inter- "
agency studies on mobilization plamming fer fereign economiec measures,
Comprehensive studies were later condensed into shorter monographs as
follews:
<’ NSRB 118/1 Preclaimed Listing
NSRB 118/2 Preclusive Buying
NSRB 118/3 Export Controls
NSRB 118/ Import Controls
NSRB 118/5 Foreign Econcmic Assistance
NSRB 118/6 Foreign Assets Comtrol
NSRB 118/7 Foreign Precurement and
Development.
-T2 -
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These useful studies dealt with the substantive nature of these
ingtruments of economic warfare and proposed "readiness measures" and
"wartime measures,” for their implementatlon but carefully avoided
any consideration of jurisdictional responsibility. There are two
notable omissions in the series. The first is the absence of any paper
on shipping controls (the ship warrant and navicert systems), probably
one of the most important measures of economic warfare. The second
omission is the absence of any coordinated study of intelligence
support for economic warfare. This latter omission was attributed to
the statutory responsibility of CIA in this field.

2. Planning Study for Intelligence for Economic Warfare.

An excellent preliminary "Planning Study on Intelligence for Economic
Warfare" had been prepared in the intelligence area of the Department,
of State, dated 19 April 1949, which recommended creation of an inter-
departmental committee under the chairmanship of CIA. "The committee
should concern itself®, said the report, "with delineation of responsi-
bility in the fields of procurement of economic intelligence and its
analysis or exploitation. The mere assigning of responsibility is, of
course, meaningless unless it is carried out by action, It will be
necessary therefore to devise some type of clearing machinery to insure
that major gquestions received by an intelligence unit through its
policy or operating officers will be subjected to 8ll the talent avail-

able in all tha agencies concerned. At the same time such e mechanism
mist not deprive the individual agencies of the freedom to handle
quick or spot requests.”

- -3 -
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Following this report and a series of conferences bstween the
NSRD staff and the Chief of the Office of Reports and Fstimstes of
CIA and the Chief of the Economic Harfare Branth of that office, the
NSRB under date of 2 February 1950 requested the Nationsl Securlty
Council to direct the CIA to orpanize and conduct a study ofs

a, foreign economic intelligence requirements
requirements rel ting to the national securit;,

including requirements for mobilization
plannings

b facilities and arranrements currently employed
for mecting thosc requirements;

6. the adequacy of such facilities and arrange-
mentss and, where appropriate, means for
tholr improvement,

3. The ISC Request and Subsequent Action. This request became the

basis of NSC Action 202 which set off a chain reaction in CIA., It
vacs originally intended to call for another planning study in the
IISRB series of interarency studies on mobilization planning for
foreign economic measures (economic warfare), However, it was broadly
interpreted and bscame the basis of an extensive interagency survey
by CIAJOCD and for a survey by an office-wide task force in CIA to
deterrine the Mareas of ignorance in intelligence regarding the Soviet
bloc", It was made the basis for plamning a future research produce
tion program, and finally on 31 May 1951 in a reply to the NSC, the
Director of Central Intelligence proposed the establishment of m
Toonomic Intelligence Committee and recommended the issuance by the
NSC of an intellipgence directive which was issued as NSCIDe=1S,

o Tl -
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Thus what was originally sought as a planning study in the NSRB
sconomic warfare series, emerged many months later as a general survey
of economic intelligence requirements - a larger and perhaps more useful
study - but it left still unsatisfied the need for a study of the
intelligence support required for economic warfare.

L. The Clamorous Customer vs the Basic Study. The agencies

of the Govermment, charged with responsibilities in the economic cold
war, had made since 1948 continuing demands on CIA for intelligence

" support.” The "clamorous customers", as they were calied, weres told in
" effect to wait while a sitvey wis made of economic intelligence require-
ments and of CIA capabilities to meet those requirements. This was
facetiously called the "survey of ignorance" and was followed by an
offort to close the gaps. The effort is still continuing. As soon
as one area of research is completed the result tends to become
obsolete, as the situation does not remain static. The concept that

. current demands can wait until basic research is completed was dis-
credited early in the last war., Research and current analysis and
evaluation are all continuing and interrelated processes.

The dilemma of "the clamorous customer vs the basic study" was
forcibly expressed in one of the supporting papers on "The Role of
CRR in Economic Intelligence," 1 August 1951:

"The problems to whose solution we are asked to con-
t:*ibute are very urgent. Events will not wait for
the orderly, patient, exhaustive research which

alone can give satisfactory answers to these problems.
If we were to duvote ourselves exclusively to amassing

all the facts we need, we would have to tell harried
policy-makers that we would be glad to advise them--

-7 -
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beginning in two years. (Ed. note: three ysars has
now elapsed.) We neither should nor can stay in an
ivory tower that long. Even if it were possible ...
it is highly likely that at the end of that period
many that we would be asked to help with would have
changed so that our results would no longer be
particularly applicable. On the other hand if we
succumb to the very real pressure on us %0 answer
all current requests for prompt information, we will
never have any information better than the slim
fragments that we can now supply. Thus our dilemma
is, in a sense, whether to be sncyclopedic and
irrelevant, or operational and incompetent. Clearly
the only tolerable solution is a compromise between
these two extremes."

In the three yesrs intervening since that plaintive plea, the
preponderance of effort in ORR has been in the field of research on
the Soviet bloc. There is now an urgent need for a redirection of
economic intelligence to serve the needs of economic defense/warfare
in both research and current intelligence regarding toth Soviet and
non-Soviet areas. Research must be continuing and diligent, but at
the same time there should be a timely and adequate response to the
intelligence demands of economic defense and economic warfare planning.
The vg.at amount of intelligence in the various research projects will
remain sterile unless it is brought into the focus of those charged
with policy-making and operations in economic warfare.

5. The Economic Intelligence Committee. The several

periodic reports of the work of the Economic Intelligence Committee
and the Intelligence Working Group reveal that those committees, with
certain limitetions, serve adwirably as advisory and even as coordi:

nating groups. They also reveal, however; the dlfficulty, if not the
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futility, of attempting th> do in committees what should be done by
individuals or individual agencies.

Some of the difficulties of intelllgence production by committee
are implicit in the following gtatement from the current EIC progress
report: "When the EIC agi-ees as to the priority need for particular
economic~-intelligence studies, and as to the agencies which should be
responsible for making detailed contributions thereto, the results
mst not be invalidated by inability of the contributing of fices to
provide competent staff and required data which should be _available
through their chamels. It is not sufficient for other agencles with
greater and more flexible facilities (perhaps CIA) to be in position
to "pinch hit" and undertake studies for which it was agreed other
agencies should be responsible.”

4in economic defense or economic warfare agency would be in a
pe:zuliarly helpless position if it had to await first the assignment
of responsibility for such contiibutions and then the production of
the intelligence by diverse agencies, each probably giving priority
to its own departmental requirements.

"Tn general” says the report "the EIC has been developing into
- plahni.ng and service mechanism by which the intelligence commmity
gseaks to coordinate the economic intelligence needs of the government
28 a whole with a minimum of duplication and a maximun of mutual support
among the several agencles. During this period, however, the initial

emphasis on the Soviet bloc has continued.”

- 7=
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in celling for a full-drass evalua'h_ion of the US economic
intelligence program as a whole, the same EIC report states that
nwithout pre=-judging the results of such an overall evaluation, it
socome clear that the economicsintelligence community ghoul.d supplement
its studies of ... the economic strength of the Sovie® Union to
support hostilities, by considerably greater attention to the emerging
economic patterns of principal countries in peripheral areas and in
the free world, and to those developing economic presgures which might
influence aliguments of perticular regional or nationzl sconomies
towards the Soviet bloe or non=bloc systems..." It would also seem
that somowhere in the intelligence commnity, either in CIA or in the
economic defense/warfare agency, these emerging patter:s should be
kept current as 2 back-drop for the evaluation of the daily scene in
economic defense and sconomic warfare operations. The Office of
Current Intelligence in CIi (CIA/OCI) publishes in looze-leaf form and
keeps current a series of axcellent Handbooks on major countries of the
world, but they ave "for CIA internel use only”.

6. The Inhelligeme Working Grougcggfn April 1952, the

Administrator of the Mutual Defense Assistance Control Act and the
Secretary of State requesied the Director of Central Intelligencs to
eatablish an Intelligence Working Group for direct intelligence support
of the EDAC. The Secretary of Defense endorsed the proposal and
requested each of the Services to designate representatives. The IAC
approved the terms of reference and the IWG began to function. One

of its first undertakings was te tackle the problem of the rapid
L) 78 W
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sollation and disesmination of operational RM11gance to the using
agencies. Its recommendations resulted in *l".hq establishment of the
Current Reference and Transaciions Sectiorsin the Strategic Trade
Branch of the Economlic Defense Division of CIA. This Branch supports
the work of the Diversion Control Net, the Administrative Action Panel,
and other agencies and other elements of
CIA in curre it operational intslligence and serves one of the purposes
for which the IWG was originally created. The difficulties which the
IWG has encountered are the negessary precccupation of members with
their departmental responsibilities and the other usual difficulties
of action by committee. Nevertheless, the IWG has performed a useful
service and its program includes (1) further review of the intalligeunce
produced in the course of the securlity list review and additional
intelligence on the hard core items as required, (2) preparation of
pepera on Soviet trade trends and tactics for the £31l sessions of
COCOM, (3) efforts to improve the priorities for the collection of
economic defense intelligence and to expedite its tranemission, (k)
consideration of the problem of bilateral and miltilateral. exchange of
economic defense intelligence with allies, (5) an indoctrination program
and arrangemnts for briefing and debriefing personnel assigned to
oversoas posts and (&) compilistion of enforcement regulations of other
countries. This would certainly appear to be a useful and constructive
program. However, continuation of IWG would seem to be justified if
only as a stand-by facility in the event of war or a wottsening of the

international situation.

S-E-C-R-E-T
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A periodicasl seconomic defense intelligence digest was proposed
and authorised in 1953, It was never institvied Lecause it was falt
that the problem of the prompt collation and disscnination of current
operational intelligence to the using agencies had been partly solved
for the time being by the establishment of the Current Reference and
Transactions Seétions in the Fconcmic Defense Division of CIA and by
the work of the Diversion Control Net and the Administrative Action
Panel. HOwever, the preparation of such a digest by the secretariat
of IWG and its dimsemination to member agencies would serve a highly
useful purpose. Thie would seem particularly timely in view of the

e allied export conirai policy.

E. Martime Crganizational Requirements
1. Organization for Economic Worfare, It was pointed out in the

Introduction tlat although the loover Commission in 1948 recormended

that a corprehensive economlc varfare program be developed, that
recommendation had not becn given full effect. The NSRB studies referred
to above which followad in 1949, dealt Wi th certain measures of economic
warfore but dld not propose an organization for their administration,

The developments of the cold war, however, have resulted in the evolution
of an interagency oxganlization for the coordination of economic defense
measures, which may be adapted to serve a shmilar pwrpose in sconomic

= 80 =
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warfars, The responsibility for ¢ie administration of the Mutual
Defense Assistance Control Act wes vested in the Director of the
Foreign Operations Administration, in harmony Wi th the foreign policy
direction of the Secretary of State (p 37 supra). The diverse elements
of economic defense and the necessar:’ implementation of 1ts measures
by various other agencies of the government under constitutional or
statutory authority, required that these measures also be coordinated
by an interagency mechanism. This has been aceomplished by the forma-
tion of the Economic Defense Advisory Committee (EDAC). It is not the
purpose of this paper to review in detall the EDAC structure, with its
Execubtive Committee, Working Groups, and staff and secretariat
furnished by the Mutual Defense Assistance Control (MDAC) element of
FOA, This is described succinctly in "The Tconomic Defense Structurs
of the US" (EDAC-D-85, 1L May *Sh). It is pertinent, however, to
consider this structure as the possible prototype of an economic wer-
fare committee structum,}l,in order to determine the arrangements
required for ite intelligence support. Indeed, it furnishes more than
a prototype. It furnishes an interagency organization in being whose
present activities could be continued and expanded and adapted to
yartime conditions as needed. In this respect we are now years ghead
of our position at the outbreak cof World War II. There ghould “hus be
no necessity for the costly improvisations, "empire building," and
Jurisdictional disputes that characterized the early months of that
wer.

Whatever organizstion structure is required for economic warfare

o R
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{and its intellipence aupﬁort.) in wartime, should be planned now.
To the extent that it iz spplicatie to economic defense operations
in the ¢old war, it should be implemented now. Then; in the event
of war, we would have an organisation in being, which would merely
have to change to & belligerent status, as do the armsd forces.
Some sdditional measures would need to be implemented, e.g. thé ship
warrant and navicert systems; some new sources of intelligence would
need to be exploited, e.g. censorship. Basicelly, however, the
objective is the same ~- the limitation of the Soviet hlocts economic
potential for war -- in sconomice dafense and in economic werfare, and
the same experiise is required in their administration. Some addi-
tional executive orders and directives, perhaps zome lagislstion,
will be required. It 1s presumed that some of these axist now in
draft. They should be brought togeither now in an "Economic Warfare
Plan" and kept under review, so that they might ba promlgated
immadiately in the event of war., Personnel assiprmenits to "battle
stations” in economic warfare should be made now. At least the
organiza‘bion gtructure and ths job deseriptions for the key posia -
should be determined. When the hombe bexin to fall, 4t will be too
late to be drafting plans which cculd battar have Lwen prepared in
advance. It would be trapile iromy iIf after alx yesars of economic war
{euphemistically called "econom'i: defense” ) 1ii should be necessary
on the cutbreak of war to lose irrepisceaiie time in hastily prepared
improvisations for the prosecution of economic warfare. Tt would seom
48 illogical as waiting until the outbrsak of hostilities to eatablish

the armed forces.
s 82 =t
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A comprehensive plan for an ssonomic defense organization and
a collateral plan for its augmentation, in the event of hoatilities,
to an economic warfare organization, should be made now, '

The EDAC structure was devised for economic defense in the cold
war. Tt can be adapted, insofar as interagency coordination is con-
cerned, to the mission of economic warfare in a hot war. What 1s
needed is an administrative organization with the authority and
ability to take action. The EDAC committee structure could serve
guch an sgency in an adviaory capacity. Any lack of affectiveness
of EDAC in economic defense meusures thus far, particularly in
international controls, may be attributed to policy limitations
rather than to operational deficiencies. In the svent of war, it is
assumed that policy objectives will te clear and definite.

2, Organization for Intelligence Support. As previously

pointed out intelligence constitutes a large part, perhaps the
activities,
greater part, of sconomic warfare/ There are vast resources of per-
sonnel and data and facilities within the Govermment devoted to intelli-
gence. And much of it is relevant te economic defense/warfare. The
irony of the situation is that there is no office within the Government
prepared to furnish promptly as required adequate intelligence in
support of economic defense or economic warfare. Witnin CIA, ORR has

devoted practically its entire resources to research regarding the

Soviet hloc. Only a skeleton staff in the Economic Defense Division

- 83~
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has served in close support of the vast economic defense operations
L' of the cold war. OCI produces & substantial volums of current
economic intelligence concerning Soviet and non-Soviet arsas, but

mich of it cannot be used outside CIA. (p ég_ Supra). Much of the
intelligence being produced in and out of the Govérnment is pertinent
to economic warfare, but is not recogniszed as such and is not directed
to economic warfare needs. This is illustrated iy the Intelligence
Publications Index for July-December 1953, prepared by the CIA Library.
This is a cumulative index by subject and area of some forty intelli-
gence perdiodicals and monographic intelllgence studies, The index
contains no classification of/""ggg!rz:ﬁg g:ﬁ?:i:i"o:lthough the

Library Reference Code for the Intellofex System contains "Economic
Warfare" (750). Included under "warfare" in addition to the various
aspects of militsry warfare, are "Biological Warfare," "Guerilla
Warfare," "Psychologicel Warfare," nRadiological Warfars," but nothing
on "Economic Warfare'. Under "Economie" appear uConditions," "Develop-
ment," "Plans," "Policy," "Relations," "Problems," and "Rescurces® .

0f course many of these have economic warfare implications but they
are not pointed to economic warfare needs, and are not listed under
nggonomic Warfare."

The effective prosecution of economic warfare calls for an
intelligence office within the responsible agency. Such an office
wovld have cognizance of relevant intelligence regarding all areas
and a1l commodities and essential services. Tt need not duplicate
the facilitids or the production of any existing agency. but would
| =8l -
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bring into the focus of the economic warfare agency all pertinent
available information. Itz mistion would not be primarily one of
collection or research. It would be rather ocne of collation amd
evaluation, for its own departmental use, of intelligence and in-
telligence information produced by the other agencies, This being
true, its staff need not be large. It should have a Trade Division
with threc branches - anamr,- allied, and neutral « with "desks" for
the principal countries in sach, It should have a2 Stmgegic Resources
Divizion, i th branches for the major categories of commodities and the
principal services, except shipping which should constitute a separate
dvision, It should have a Lisison Division, ulﬂch would include a
Sup :ort Staff and fumnish the Secretariat for the Intelligence Working
Group, It should have a Curremt Reference Division to support the
diversion control progrem, the admi.nis:t,mtion of tﬁe vatch lists and
black lists, and other current cperations,

The responsibility for economic defense measures and for t&}e intellie
gence support of such mcsures 1s now difftsed anong soveral departments
and agencies of the govermment - State, FOA (MDAC), Commercc, Treasury
and others. Under the National Security Act of 1947, it is the duty of
CIA "To make recommendations to the NSC for the coordination of such
intelligence activities of the departments and agencies of the government
as relate to the national security; to correlate and evaluate intelligence

relating to the national securitysees.o.(provided that the departments ond
-85 -
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other agenciesof the government shall continue to collect, svaluate,
correl te and disseminate department jntelligence)§ oceeocssses and toO
perforn for the benefit of existing intelligence apenciessuch adcitional
services of common concern as the NSC dat.armlnes‘ can be more efficiently
accomplished centrally." |

Accordingly, if an existing dopartment or agency of the govermnment
were glven responsibility for the coordination of economic defcnse
measures now an. of economic varfare me.sures in the event of war, such
department, or agency would doubtioss:be empowered under the Natianal
Security Act to establish an imtel-igence compencnt Wl th suthority to
correlate for departmental use the rale:vant imtelligence produced by the
various intelligence agencies. Until such time as a department or agency
is designated or established to coordinate economic defense and econordc
wapfare measures, an office should be ectablished within the intelligence
commurity to correlate economic defense and economlc warfare intelligence.
1¢ is believed that such an office could ie established vithout additional
persomel by re-assigning existing persannel in keeping vith a re-directed
emphasis and the elimination of duplication of effort.

Tn the meantime the deficiency is being met in part by the coordination
of economic research in the Economic Intellipence Committee and direct
support of economic defense overations by the Intelligence Horking Group,
but with the difficulties cited by each of those group:s in the preceding
section. In addition the Diversion Control Net (IXN) and the Administrative
Action Panel (AAP) are supported by the Lconomic

oasn
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Defense Division of CIA/ORR. The former is the prototype of a war-

time Blockade Committee and the latter of a Blacklisting Committee.

In the event of the establishment of an economic defemse agensy or

an economie warfare agency; with its own intelligence unit, the need
would still exist for the EIC and the IWG, not as producers of in-
telligence but as means of the mutual interchange of idezas and facilities.

F. Intelligence Support for Allied Eecnomic Warfare

The intelligence support needed for combined economic warfare
may be considered in three major categories: (1) eccnomic infor-
mation concerning the allied or zooperating ecountries themselves,
(2) intelligence concerning neutral countries and (3) intelligence
céfweming the enemy or potential enemy- As to the first category,
each eountry will be the logical source of data regarding its own
situation. All such intelligence must be carefully examined and
evaluated for subjective elemsnts and national bilas. Fach of the
ajlies may be presumed tc have information and inteslligence re-
garding the others but crdinarily it would not be consistent with
protocol to introduce it at the intergovernmental level. Its ex-
istence, however, may be useful in making the subject country care-
ful of the accuracy of its facts and the validity of its estimates.
As to the second category, the problem is more difficuit. Diplomatie

and trade relations will continue with the neutrals, but there will
be more reluctance on their part to disclose significant data to the

belligerents. The neutrals have a vital interest in establishing
S-E-C-R-E-T
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faverable import quotas for themssives and in preserving soms trade
with one sr both belligerents. The neutrzl countries which, by the
way, may be expected to represent varicus gradations of neutrality,
constitute, as stated elsewhere in this report, the principal battle
ground of economic warfare. Basic inteiligence is needed as to their
economic capabilities and wvuinerabilities and cutrrent intelligence is
requimd as to their surpluses and shortages, their réoeur.ports and
diversions and the' a@‘l;ivities of persons trading with the enemy. The
greatest difficulty in collecting intelligence, and thersfore the
greatest need and opportunity for intemational exchenge of intelli-
gence, otcurs in the case of the third category -~ intelligence con-
cerning the enemy.

Egonomic warfare, even more than any other phase of the war effort,
regquires combined or parallel and <oordinated operations among allies,
In economic warfare the measures and the weapons are largely the same
and they are employed on a worldwide basis. It is the same firms and
individuals ?.0 be blacklisted by the allies for trading with the enemy,
the same ships 1o ba pavicerted or intercepted, as the case may be, and
the same commoditiss to be preempted. By the freest sxchangs of in-
telligence consistent with securiiy and by a division of laber to avoid
dupiication and to wnnefv-u manpowelr, ®ach of the allles can have more
complete and valid economie intelligence than would otherwise be possible,
The opinion is widely held in the intelligence community that effective
suoperation between intelligence agencies of allied' nations can best

be accomplished on an agency %o sgency or bilateral basis and on a
~ 88 -
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feundation of mutual confidence, similarity of interests and the
supplying of quid pro quo. The very nature of an intelligence system,
it is said, precludes its participation in an international organ-
ization. At the same time it is recognized, as stated above, that the
sucosssful waging of econamic warfare requires combined, or perallel
and coordinated, operations by allies and this requires combined or
coordinated intelligence. The arrangements by which appropriate in-
telligence will be brought to bear on economic warfare policies and
operations at the intergovernmental level will necessarily depend on
the Lype of allied organization adopted for waging economic warfare.

Jt is assumed that some sirusture will be built on the foundatlon of
the Coordinating Commlttee at Paris extendsd to a worldwide scope.

It remins to be deternined 3T the organiszation would be a cone
bined one under & single allied command as in military operations

or 1f 1t will be a coordinating mechanisn as at present, If
the former. the combined econumic warfare erganization should have its

swn small intelligence staff responsible direstly to the organizatiocn
1+gelf. This staff as in the @:a.ssé of military compands, would draw on
the resources of the economie intelligence agencies of the member nations.
If the allied economic warfare organization is one for ccordination only
then it is to be expected that the intelligence would be fumished by
sach nation to its delegation on the Coordinating Committes and its
sub-comuittees, notably the Black List Cecomittee and other operational

- comnittees such as Diversion, Transactions, Permits, etec.
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In a period of threatening hestilitles it is important to make
an inventory of decument: colleciions and of individuals with special
nowledge regsrding them and with experiness in specialized rislds,
who are in aress fn danger of invasion by the enemy. Arrangemente
should be mede for the microfilming of many of these records and their
aterage in other areas less likely to invasion and for the evacuation
of the intelligence perscmmel in the evant of invasion. In Germany and
Austriz, for example, arz large reservoirs of intelligence concerning
Fastern Europe- n France and Belgium thare iz a vast amount ef infor-
mation on Africa, some of ii in decumenks, some in the knovwledge of in-
dividuala, which if lost weuid Le largely irreplaceable, In the Nether-

lznds and the UK are similar rescuress =egawding the Far East.

The experience in sllied economic varfare in both world wars haa
becn cited above. Another cose history im intergovermental economlc
operations, with many applications to the present situation is that of
the lﬁ.ddle East Supply Cemter, which cénfrolled the imports and exports

and many aspects of the economy of 17 diverse political entities in the

The miltilateral approach in_the Coordinating Committec al Paiis has
presented difficultics in view of the diverpent natiomal interests and
policies with respect to Fastellost trade., It has resulted too oftoen in a

- 90 o
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sourse of action based on the iowesl. ccmmon denominator- Intelligence,
or the lack of it in the spesifieity demanded, was f{requently made to
vear the onus of the failure to seeure effective united asgtion. But
the resulis were frequently no different where the intelligence was
adequate and even where there was uianimity in its evaluation. A
different situation would be expected in wartime, however, with com-
plete interdiction of envay.trade and & concentration on the pre-=
vention of violstions ard evasions. A reconsituted and rededicated
"Cocom" might thus sepw: as the coordinating mechanism fur the Allted

sconomic warfars.
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VI. CONGLISIONS

1. The struggle betwsen the G't»munisj".s and the frec world will
probably be a prolonged ons, fought with political, psychological
and economic measures, with or withoat militery warfare. In such &
continued cold war or in armed confiict, economic measures wil: play
an important role becavss of (&) the requirements of the Sovied blee,
especially Cemmnist Chine and the Barcpesn satellites, for certain
sirategic imports and {b) the probable existemse of important arces
of neutiality, which coastitute the principel battleground of cconomic
warfara.

2. The experience of two wordd wars and the ceold war to dsto
srphasizes the urgent reed of @ camprehensive econcmic werfare plan,
coordinuted by & single agengy ot the a’:}mrmenﬁ Owr allies in both
world wars provided a “eover" opersuioa in economic werfere as in
nilitary werfare, while the U3 was mobilizing, Inm any future waz the
responsibility for the initiatiwe will doubtiese dovalve on ths US.

3, An essential purs of any econmis warfare plan is a provision
for adesuate intalligense eupporte Iihis can best be acccemplished on 2
timaly and effective busis, by an intelligence component of the ageney
responsible for the sonduat of svenomid warferdo

%o In order to avoid the leng and costly lead timo for ine setan-
14shment of such an crganisation after the ovtbreak of war, &an 0ffice

ot Eoomonde Dofense Inisliligence shouid be sctablished sew for the suppsré
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of economic defense operations in the sold war md as a nucleus for
an Office of Economic Warfare Intelligence in the event of war,.

5. Under the provisions of the Nationsl Security Act such an
Office can be established only in CIA or, for depertmental purposes,
in the agency designated to coordinate sconomic warfare.

6. The intelligence required in support of economic defense and
economic warfare embraces all geographical areas and all major re-
gources. It is inter-related and camot be produced on a satisfactory
basis by an intelligence orgamization limited to Scoviat or non-Soviet
areas, or devoted primarily to hasic research or to current and oper-
ational intelligence. Furthermore, economic warfare requires not only
sconcmle intelligence, but military and political intelligence as well,
It thus represents the most important area of correlated intelligeme
of common concern.

" 7. The Mission of such an effise should be the collation and eval-
vation, for economic defense and economic warfare purposes, of all
pertinent intelligance. The office would not engage in collection or
in primary research. Its staff nsed not be large and could be re-
crulted froem axisting pmonml in the intelligence commmity. Pians

should be made, however, for soms expansion in the event of war,
- 93 =
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' 1. Other Definitionst:

"The use of diplomtié, econonic, financial, and sometimes
military means to cut the Axis of f from the supplies they needed

 to fight, and to destroy their economic power throughout the world."

—h’.t?he Hidden Weapon. Gordon and Dangerfield. WN.Y. flarper Brothers
1947

np11 actions other than military taken to weaken, disrupt, or
interfere with the ability of an ememy or potential enemy to provide
economic support for his national policy. As defined herc, economic
warfare might be employed during periods of general war, limited war,
or cold war." - Economics of Hational Security. US Military Acadeny.

Yest Point 1953,

WEconomic warfare is defined in this estimate as the use of
economic measures to alter the pover positions and alignments of
opposing nations or groups of pations." - CIASNIE 10-Sh. (Secret)

75 process of conflict in which measures are employed to
an enemy's trade, destroy his foreign credit, and/or prevent him from
acquiring supplies necessary for the prosecution of warfare. Among
the measures used in this connection are export restrictions, foreign

- 94 -
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funds control, blacklisting of nationals of foreign countries,
the purchasing. of goods to prevent others from getting them and
naval blockade." - Dictionary of lModern Economics. NY Public
Affairs Press, 1919,

“Economic varfare has many definitions.e. Gemerally speaking,
economic warfare is the use of diplomatic, cconomic, and financial
pouer in peace or in war directed toward the weakening of enemy
resources, and the strengthening of one's own position.oe it is non-
military in character, except in actual war when blockading and stra-
tegic bombing takes it into the field of nilitary operations -- but
its objectives are the same as the objectives of military victories.
In time of peace, its theater is universal, but particular emphasls
is placed on the sources on which the enemy depends, and on the
sources from which he would hope to opcrate his springboards of
offense, Examples of economic warfare used by the Allies in Yorld
Var IT were the blockade, export and import controls, preclusive
buying, the safe haven program, and the blacklist techniqus. Exmmples
of economic warfare currently being used by the Western powers are
export control on military items against the Soviet and its satellites
in Fast-West trede; the economic aid programs; and technical and

capital assistance programs.™ - Mobdlization Plaming and the National
Security. Wm. Yo Elliott, Public ATTalirs EmefmE Jé%. Ry 1550,

% -
2, For further discussion of military measures in econordi.c warfare,
see "Military Measures", page 2l

For example,
3. ‘the captain of the:%gip Pracs, in describing the Soviet
shipping situation, ha®'s 4 if other western nations followed

the US lead in denying shipping services and shipyard facilities,
Sovict and Satellite shipping would be virtually immobilized.

Lo Yuan, Li-Wu, Economic Warfare. NI. Prentice-Hall. 1952,

5. Note of Secretary Lansing to Ambassador Page at Londom,
October 20, 1915.

6o Report of the War Trade Board, 1917-1919. Washington, D.C. GPO 1920,

7. FEconomic Defense Administrative Action Program. (EDAC D-hbta,
7565t IU5L3, also ED/EC D=2/3, 2 Jume 155L)

9. Ritchie, He The Navicert tem During the World War, Washington,
- DuCoy Carnegie Endowment Tor In%ema’ﬁfo'ﬁﬂn Peace. 19300

10, Censorship lMobilization « WSRB Doc, 119 1919, and Censorsihi
lobilIzation Pgmg: Heaai%ss % sasures. NSEB Doc. 119/1. .
| - =95 -
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1l. The Procurement of Economic Information for Strategic ses .
(An analysis of the Txperience of The fconomic lntelligence ﬁs!on
of the Board of Economic Warfare, Office of Eccnomic Uarfare and

- Foreipn Economic Administration 19L42-19LL.) Foreign Economic Admini-
stration. (Secret) p 80,

12, Ivid, p 57.

25X1ARel3. Report of the War Trade Doard, 1917-19.

15, Foreign Economic Administration op. cit. p 7.

16, 1Ibdd,. P 9

18. Paruelee, Maurice. FHlocksde and Sea Power. N. Yo Crowell. 1924
{out of prints

19. Medlicott, W. No The Economie Blocksde. London. Ho Mo Stationery
office.

- 20, At the time of the preparation of this report, a change in the
mame of the Intelligence Working Group to the "Econowic Defense

Intelligence Committee" wms awaiting approval by the Intelligence
~ Advisory Committee,
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SECRET
INTELLIGENCE SUPPORT FOR ECONOMIC DEFENSE

DIRECTOR OF FOREIGN
OPERATIONS ADMINISTRATION SECRETARY OF STATE
(P.L. 213, 82nd CONGRESS)

SECRETARY OF COMMERCE
(P.L. 11, 81st CONGRESS)

L [
[

ECONOMIC DEFENSE JOINT OPERATING ADVISORY COMMITTEE
ADVISORY COMMITTEE  |q COMMITTEE N ON EXPORT POLICY
(EDAC) — Joc) (ACEP)
(1, 6-16) g A (1, 7-9, 15, 16) (1, 6-10, 13-16)
EDAC EXECUTIVE | 1 |
COMMITTEE I
seoncee, | '
79 15, | I COMMITTEE (0C)
| I (1, 610, 13-16)
[ I I | ] | r=—————==——==3{ " COORDINATOR
l I I TECHNICAL TASK GROUPS
INTELLIGENCE
EDAC WORKING GROUPS ADMINISTRATIVE DIVERSION I WORKING GROUP  (IWG) - —
ACTION PANEL CONTROL NET Construction and Mining
Export Control Programs (AAP) (DCN) k Mermb R b Transportation
ibl
Application and Enforcement (1,7-10,15,16) (1,7-10,15) l t:‘:‘heerlic esponsible (1-5) Metal-Working Machinery
Cargo Transport Controls ? ] General Industrial Equipment
Transit Trade I Associate ' Iron and Steet
. M e e e e e e e e e e e e e Members 710, 15-17) Nonferrous Metals
Economic Defense Programs and Minerals
and Policy
. . Chemicals and
Decreasing Reliance Agricultural Products
Far Eastern Economic Defense Electronics
Electrical
Rubber
PARTICIPATING AGENCIES
NOTE: Dashed lines indicate flow NUMBERS ON CHART INDICATE PARTICIPANTS
of intelligence support form IWG 1. CiA 7. DEFENSE (0SD)  13. AGRICULTURE
2. STATE (R) 8. STATE (E) 14. INTERIOR
3. G2 9. COMMERCE 15. MDAC
4. ON! 10. TREASURY 16. FOA
5. AFOIN 11. ODM 17. STATE (MC)
6. AEC 12, EX-IM BANK

13501 CIA, 9-54 ' SECRET
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A LIST OF REFZRENCE MATIRIALS 1&A‘1‘IN’G TO ECONCIMIC WARFAR
GPECTAL REFERENCE

l. Abbotit, Charles C, "Economic Defense of the United States.®
Harvard Business Review, Septe 1948, Vol. XXVI, Noo 5.

2+ Ammy Industrial Collepe. Economic Sanctionst A Project in
Economic VWarfare. 27 Feb 45. (Seminar No. 536)

3+ Bureau of the Dudget. Enemy branch. War Records Section.
The En Branch of the Board of Economic Warfares A
Sﬁﬁtﬁe Telationshlp of Ressarch Yo Operations. 194lL.

4. Central Intelligence Agency. raisal of Foreign Dconomic

Intelligence R%rments, tiesg and Irragfements
Se --—Fore:fsﬁ Economic Intelligeme %}mments Relating to
. the :IoniIB“@cuﬂ@g. A . .

6o ===Cuide to OCD Reference Service and Facilities, Jan 195k,

7. ~--History of Economic Defense Support. CIA-ORR-DE. July 195L.

8. «=<The Role of ORR in Economic Intelligence., CIA~ORR. 1 Aug 1951.

9, =~=The Primary Economic Informaticn Interests of Certain Govern.
-‘ ment ]genciea. TIA=OCD burvey. 1951,

10. Canmﬂaaion on Organisation of the Executive Branch of the
' Government. Appendix G. National Security Organisation.

Jan 191190 i
1l. ©Economic Defense Advisory Committes, The Economic Defense
Struc‘bure of the US. EDAC D-'BSQ .

12. u—-fEconond.c Defense Administrative Action Program. EDAC-D-Lia/2

13. —e<Operations of the mveraion Control Network. ED/EC D58,
- IJan =30 Aprll 19511. :

1k, Econozrd.e Intelligence Committee., Terms of Refercnce, 'IAC—D—22/1..
29 May 1951,.. Third Annual ProgTess Report. oept 195L.
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15, TForeign Economic Administration. The Procurement of
Feonomic Information for Strategic Purposes. Analysis
of the Txperience of the Economic Intelligonce Division
L’ of the Board of Economic Warfare, Office of Economic War-
faro, and Foreign Economic Adwinistratiom, 1942194k

May 19L5.
16, Georgetown University. School of Foreign Service. The Political

Economy of Total War, a Syllabus. 1942, Part II¥ Economic
Warfare - E'Eratg@:, actics, and Technique.
17, Gordon, David L. Techniques in Economic Warfare. \rmy Ine
: dustrial College. ﬁ 9, 5. (Semnar 50)
' _—and Royden Dangerfield. The Hidden Weapon, the Sto.y of
~ Economic Warfare. N.Y. HATper & BroS., %t’!.

18, Industrial College of the Armed Forces, Economic Warfare:
- A Selected List of References, Jan 1950

19, —-Economic Warfare. Student Officers' Report SR ho=li3. 29L%.

20, ~=-Numerous Lectures and Student Reports on Economic Warfave
and Feonomic Intelligence.

21, Intelligence Working Group. First Anmual Progress Raport.
Sept 1953.

}

- 22, ~-=Second Annual Progrese Report. Sept. 1953,
23, --<Terme of Reference. IAC-D-53/1. 25 July 1952.
2l —=Intelligence Vorking Group Procedures. LDAC D=}i8, 25 May 1953.

25, Kent, Sherman W. Strategic Intelligence for American World
Policy. Princeton, Em ﬁverafﬁ Press, LiDo

26, National Security Resources Board. Record Scurces Relatﬁ

to Foreign Economlc rations in Woridwar ll. 9.
270 S ] me 8 Se . °
28, ===Preclusive Buying. NSRB 11852. 1919,

29, -weExport Controls, NSEB 118/3. 19L9.
30, ~—eImport Controls. NSRB 118/k. 19L9.
3], -—=Foreign Economic Assistance., NSEB ns/s, 199,
32, =-Foreign Assets Control. NSRB 118/6. 1949,
33. -=wCensorship. NSRB 119/10 1%0-
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"Lr 3k, Parurelee, Maurice. KHlockade and Sea Power. N. Y.
Crowell. 1924,

35. Pettee, George S. The Future of American Sscret Intelligence.
Washington, Infaniry Journal Press. 1oLi0.

36. =-=A Series of Lectures on Fconomic Intelligence Bsfore the
Industrial College of the Armsd Forces. (I46-97; Lh7-633
149-133; 150-101c)

38, ---Handbook of Economic Warfare. Revised Draft. 1953

39, «==Medlicott, W. N, The Economic Blockasde., Vol I. London.
Ho M. Stationery i¥¥lce. 19%52.

0. United Nations. Genersl Assembly. Report of the Collective
Measures Committee. Supplement NO. L3 (A/4B9L) 1951

42, War Department, Military Intelligence Division. Egonomis
Warfare - British Experience. Aug 19kl (I.B. 1I7).
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